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Abstract 
The liability of newness can be seen as the root problem new ventures need to address in order 
to survive and prosper. The development of an appropriate alliance network at founding may 
enable a start-up to enjoy relationships and resources typical for a more established firm, 
hence, overcoming liability of newness. This study has used a longitudinal action research 
complemented with a multi-case study. It investigates how alliances influence liability of 
newness experienced by start-ups, what effect trust can have, and how it can be built in an 
alliance formation process. 
The reviewed literature and the findings in this study link the alliance formation, overcoming 
the liability of newness and trust building processes. In order to successfully form an alliance, 
entrepreneurs can choose to combine “borrowed” legitimacy with trust-building behavior, 
which includes maintaining communication and gaining inter-personal legitimacy. 
Although trust as a governance mechanism can be beneficial because it tends to lower 
transactional costs, this study suggests not to rely on trust as the only type of governance 
mechanism. 
(Key words: Liability of Newness; Alliances; Alliance Formation Process; Trust; Action 
Research) 
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Purpose and rationale 
There are some characteristics that almost every start-up shares, for example, the lack of 
resources and legitimacy. This issue is often linked to the so called “liability of newness” 
(Stinchcombe 1965). This lack is often compensated with a lot of enthusiasm and creativity, 
but in the long run every entrepreneur has to build legitimacy and access external resources in 
order to survive. 
The importance of resources is highly emphasized in an extensive amount of scientific 
publications, and makes the foundation for several theories, of which the most well-known is 
the resource based view. One common way of getting access to resources is to develop it in 
house or out-source it, both strategies are costly and external funding is often needed. 
Another strategy to get access to new resources and gain legitimacy is through formation of 
alliances. Alliances, or collaborative relationships between organizations, have clearly altered 
the business landscape in the last two decades. The business press frequently uses terms such 
as cooperation, ecosystems, network organizations, clusters, open innovation, and related 
concepts. Although such collaborations have been recognized by most organizations and 
entrepreneurship scholars, there is still a gap in the understanding of how to select partners, 
form and maintain alliances. 
The objective of this study is to understand how a high-tech start-up has coped with the 
“liability of newness” while lacking resources and legitimacy since its foundation. Four 
different projects with different partners in different phases of entrepreneurial alliance 
formation have been studied. Some of the projects were initiated through a reputable key 
opinion leader in the nanotechnology environment. Others were initiated by the entrepreneur 
(CEO of the start-up), together with externals. Therefore, this study addressing the following 
research question: 
How can entrepreneurial alliances help a start-up to overcome the liability of newness? 
Although alliances are recognized to be important and necessary, it is always a challenge to 
build and maintain a good alliance relationship. Many alliances have failed due to the lack of 
trust causing unsolved problems, lack of understanding, and despondent relationships. It has 
been suggested that trust enables people to be vulnerable to their partners, essentially taking 
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risks from engagement, such as joining a strategic alliance. Therefore an entrepreneur’s ability 
to build and maintain trust can be a competitive advantage in an alliance formation process. 
Therefore, this study addresses the second research question: 
How can trust be built in an alliance formation process? 
Additionally, all four projects navigate in an institutional field where there is some 
acknowledgment of the project ideas and their technological basis, for example, the medical 
and nanotechnology environment, and may represent different epistemic cultures. This 
particularly challenges the entrepreneur in monitoring and facilitating entrepreneurial 
alliances. Naturally, the entrepreneur’s ability to facilitate the alliances is of particular 
importance. New venture's limited resources influence what type of governance mechanisms 
could and should be used. This study proposes that trust could be an important governance 
mechanism in the alliance formation process, and enable the entrepreneur to focus on the new 
venture's development. Therefore, this study addresses the third research question: 
How can trust influence the alliance formation process? 
Another purpose of the study was to contribute to improvement of the entrepreneurial 
collaboration in the University of Oslo by taking part in the SFE's initiative “entrepreneurs in 
residence”. In addition, the action research methodology has rarely been applied in 
entrepreneurial context. This study attempts to contribute in broadening the application range 
of action research methodology, and improve the local entrepreneurial context at the 
University. 
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Theoretical Grounding 
The theoretical grounding presents a vast amount of literature on following topics: liability of 
newness, alliances and their formations, trust and its formation. It also discusses how these 
factors and processes interfere with and influence each other. 
The literature research was conducted in databases Google Scholar and Web of Knowledge 
using search phrases like “liability of newness + alliance”, “trust + transactional costs”, “trust 
formation  alliance”. 
The publications that most significantly contributed in theoretical grounding are presented in 
the table 1. 
Table 1: Significant publications for the theoretical grounding in the study. 
Author Reference title Focus Year 
Arthur L. 
Stinchcombe 
Social structure and  organizations 
Study of the effect of outside society to 
the internal life of organization. The 
term “liability of newness” was first 
introduced. 
1965 
Barney and 
Hansen 
Trustworthiness as a Source of 
Competitive Advantage 
Investigation on the condition under 
which trust and trustworthiness in 
exchange relationship can be a source 
of competitive advantage for firms 
2007 
Reuer and 
Arino 
Entrepreneurial alliances 
Introduction on the entrepreneurial 
alliance and how to build and maintain 
the relationship. 
2011 
Friederike 
Welter 
All you need is trust? A critical 
review of the trust and 
entrepreneurship literature 
The review of the literature on trust and 
entrepreneurship. Highlights the 
diversity and complexity of this 
construct. In addition, the 
interdependency of trust with context, 
as well as its duality in relation to 
control is explored. 
2012 
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Liability of newness 
The term “liability of newness” was first introduced by Stinchcombe in 1965 (Stinchcombe 
1965). Stinchcombe argues that start-ups suffer from the “liability of newness” and have a 
greater risk of failure than older organizations, because they depend on the cooperation of 
strangers, have low levels of legitimacy, and are unable to compete effectively against 
established firms. In this light, new firms face a variety of barriers they must overcome on 
their way to success, and these challenges pose serious threats to organizational success for 
young enterprises. 
Further, Stinchcombe argues that new organizations of a new form are more likely to fail than 
new organizations with an established form. As time passes, structures stabilize and ties with 
environment become durable, causing death rates to fall for organizations with both common 
and innovative forms (Stinchcombe 1965). In management research, an organization’s 
newness has been used to indicate the negative aspects of new organizations in addressing and 
responding to major management challenges of adaptation, which is supposed to create their 
high mortality risk. Most research and policy literature on organization failure assumes that 
new organizations are more likely to die than old organizations (Choi and Shepherd 2005). 
Stinchcombe’s findings were accepted by organizational theorists, and the argument has been 
frequently used. A number of studies on firm failure have confirmed the principle of a liability 
of newness. Carroll (Carroll 1983) conducts an exhaustive study using 52 different data sets to 
find that organizational death rates decline with firm age. Phillips and Kirchoff (Phillips and 
Kirchhoff 1989) find that three out of five new firms fail within their first six years. In a study 
of over 5,000 Australian businesses, Watson and Everett (Watson and Everett 1996) found that 
a higher percentage of failed firms were younger enterprises. Using data on U.S. firms, Nucci 
(Nucci 1999) also finds that business dissolution declined with age regardless of industry, size 
grouping or region. 
Besides the impact on organizational survival, new firms also suffer from a “liability of 
newness” in their attempts to secure debt capital. Coleman (Coleman 2004) finds that new 
firms are significantly less likely to have lines of credit. This is a particular problem for small 
firms because a line of credit is a very flexible type of loan that can be used for a variety of 
business purposes. Further, although new firms were significantly more likely to have applied 
for a loan within the previous three years, they were significantly more likely to be turned 
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down. Finally, new firms were significantly less likely to apply for a loan at all, because they 
assumed they would be turned down. All of this suggests capital constraints for newer firms 
that are not present for more mature firms. 
Sacks (Sacks 2002) develops an argument that new firms are not homogeneous in their access 
to social, financial and reputational capital, and this produces a “differential liability of 
newness”. Therefore some new firms have heightened access to venture capital funds because 
of their advantages in the above three factors. Entrepreneurial reputation is the informal 
assessment of an entrepreneur’s skills and character along with their intelligence, motivation, 
and ability to work effectively with others. 
Freeman (Freeman et al. 1983) notes that new organizations are more likely to fail because 
they depend upon the cooperation of strangers and have low levels of legitimacy. As time 
passes, organizational structures stabilize, as do ties with external sources of support. Hannan 
and Freeman (Hannan and Freeman 1984) observe that new organizations have weak claims 
to sources of support. Thus, they are highly vulnerable to environmental shocks. In contrast, 
older organizations have developed “dense webs of exchange”. 
However, start-ups vary considerably in their access to resources and stable relationships, and 
these variations may lead to differences in their early fates (Levinthal 1991). The burgeoning 
literature (Gulati 1998) on alliance networks contends that alliances enable firms to gain 
access to resources, particularly when time is of the essence. If so, then alliances are likely to 
be particularly beneficial to young, resource-constrained firms. In short, development of an 
appropriate alliance network at founding may enable a young firm to enjoy relationships and 
resources typical of a more established firm, hence overcoming liabilities of newness 
Counter liability of newness by forming alliance 
Alliances can counter a firm’s liability of newness in at least two different ways, directly and 
indirectly. First, alliances can help address a new venture’s resource shortfalls by teaming up 
with a larger or more established firm. A new venture might also team up with a more 
established partner to distribute the new venture’s product. In effect, new venture not only 
gains access to the established firm’s expertise and relationships in particular marketing 
channels, but it “bonds” itself to this firm, or borrows its good reputation, while the legitimacy 
of the new venture might otherwise still be in question (Reuer et al. 2011). 
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Second, relationships with reputable partners can also have beneficial effects on the new 
venture’s ability to secure resources from other sources. In this way, alliances can bring 
important indirect benefits to firms. Because new ventures are difficult to evaluate for 
investors and potential partners, it can be challenging to obtain the resources they need. 
Alliances with reputable partners can have the effect of “endorsing” the new venture, or 
providing a signal to other potential exchange partners that the new venture is of high quality. 
Therefore alliances can have an important impact on the new venture’s ability to obtain funds 
or other resources from other organizations (Reuer et al. 2011). 
This suggests that partnerships with other organizations can both directly as well as indirectly 
help reduce entrepreneurial firms’ liability of newness. Based on the literature above, we 
suggest two following propositions. 
Proposition 1: Alliances can directly help a new venture to overcome liability of newness by 
providing access to valuable resources. 
Proposition 2: Alliances can indirectly help a new venture to overcome liability of newness by 
“lending” reputation, which helps to attract other potential partners 
 
Alliances 
Inter-firm cooperation has reached a feverish pace over the past decade. By the estimates of 
some experts (Brown 1999), throughout the 1990s, the number of alliances increased at a rate 
of around 20% annually. Harbison and Peker (Harbison and Peker 1998) estimate that 32,000 
strategic alliances were formed worldwide between 1994 and 1997. Alliance indeed plays a 
central role in the new models of competition, innovation and organization. In a 2007 survey 
of management practices, Bain & Company (Bain & Company) reports that alliances were 
one of the most widely used current tools (68%). For technology companies in particular, 
alliances have moved to the forefront of competitive strategy. A study of high-technology 
executives (Frerichs 1999) finds that 94% of CEOs surveyed believed that alliances were 
becoming more important to their companies’ strategies. 
There are many different ways to define the term “alliance”, and people hold various 
conceptions of what such collaborative agreements are, or are not. For instance, some 
entrepreneurs define alliances based on their objectives and state that partners need to have 
common goals; others submit that partners’ goals need to be complementary rather than 
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identical. Others who define alliances based on their governance structure, or legal 
organization, enter debates as to whether joint ventures, mergers, or other arrangements 
should, or should not, be considered alliances (Reuer et al. 2011). 
In order to gain a precise understanding of alliances, they need to be defined in a way that 
would distinguish them from other types of investments, while also recognizing the diversity 
of inter-organizational relationships that might be considered as alliances. In this study, the 
following definition of alliances is used: agreements between independent organizations that 
work together under an incomplete contract (Reuer et al. 2011). 
After having clarified what an alliance is, there is a need to define what an entrepreneurial 
alliance is. Alliances intersect with entrepreneurship in several important ways: first, alliances 
themselves can be seen as sources of entrepreneurial opportunities that are well defined at the 
outset; second, alliances can be seen as the means of discovering or creating completely new 
opportunities that are not well known prior to the formation of the collaboration; third, 
alliances are one of several “modes of action” by which individuals or firms exploit the 
opportunities they have recognized or created. The previous definition can be supplemented 
with: agreements between independent organizations that work together under an incomplete 
contract to access, discover, or exploit opportunities for future goods and services (Reuer et al. 
2011). 
As mentioned at the end of the “Liability of newness” section, organizations tend to form 
partnerships with other organizations in order to reduce entrepreneurial firms’ liability of 
newness. Reuer et al. (Reuer et al. 2011) summarize some different reasons for why firms 
enter into strategic alliances, which are illustrated in Table 2. 
Table 2: Illustrates different reasons for why firms enter into strategic alliances 
Environmental Trends Alliance Objectives 
• Globalization 
• Technological changes 
• Deregulation 
• Industry convergence 
• Hyper-competition 
• De-integration of value chains 
• Overcoming the liability of newness 
• Tapping into new skills and resource 
• Accessing financial resources/substitutes 
• Creating new businesses and market space 
• Accelerating growth in markets 
• Achieving rapid internationalization 
• Managing risk 
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Recourse-based view of strategic alliances 
A resource-based view seems particularly appropriate for examining entrepreneurial alliances 
because new ventures essentially use alliances to gain access to valuable resources. As 
entrepreneurial alliances are essentially the result of resource integration among firms, a 
resource-based view has the potential for helping to understand alliances better. 
From a resource-based perspective, Eisenhardt and Schoonhoven (Eisenhardt and 
Schoonhoven 1996) define alliances as: cooperative relationships, driven by logic of strategic 
resource needs and social resource opportunities. Thus, firm resources provide a relevant 
basis for studying alliances. Dollinger et al. (Dollinger et al. 1997) find that a target firm’s 
reputation, including elements such as product and management reputation, encourages 
decision-makers to form a strategic alliance with a firm. 
The resource-based logic suggests that the competitive advantage of alliances is based on the 
effective integration of the partner firms’ valuable resources. Consequently, the way resources 
are aggregated will significantly influence the performance of the alliance (Hagedoorn 1993). 
Miller and Shamsie (Miller and Shamsie 1996) suggest that, based on the notion of barriers to 
limitability, all resources may be classified into two broad categories: property-based 
resources and knowledge-based resources. 
Property-based resources are legal properties owned by firms, including financial capital, 
physical resources, human resources, etc. Owners enjoy clear property rights to these 
resources, or rights to use the resources, so that others cannot take them away without the 
owners’ consent. Thus, property-based resources cannot be easily obtained, because they are 
legally protected through property rights in such forms as patents, contracts, and deeds of 
ownership (Miller and Shamsie 1996). Because others cannot take property-based resources 
away, alliance partners will not be overly concerned about unintended transfers of these 
resources. 
Knowledge-based resources refer to a firm’s intangible know-how and skills. In contrast to 
property-based resources, knowledge-based resources are not easily imitable owing to 
knowledge and information barriers. Others cannot easily copy or imitate knowledge-based 
resources, because they are vague and ambiguous. Thus, tacit know-how, skills, and technical 
and managerial systems not protected by patents, all fall in this category (Hall 1992). 
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According to Das and Teng (Das and Teng 2000), a single firm may be able to contribute 
multiple types of resources to an alliance. Therefore, it is important to identify which types of 
resources ought to be committed to the alliance at a significant level—that is, which is their 
primary resource type. Thus, a prospective partner will expect to contribute either primarily 
property-based or primarily knowledge-based resources to the alliance. It would rarely be the 
case that property-based and knowledge-based resources are equally significant. 
Alliance formation 
In the literature, there are two theoretical perspectives and insights provided on alliance 
formation: alliance process and organizational justice theories. The former recently has made 
major contributions to the alliance literature. Arino and Ring (Arino and Ring 2010) find that 
over the last decade, increased research emphasis has been placed on the processes that drive 
alliance evolution. The literature distinguishes three general phases in which these processes 
can be grouped: formation, operation, and reconfiguration. 
For the formation phase, Zajac and Olsen (Zajac and Olsen 1993) argue that during the 
negotiations that take place in alliance initializing stages, perceptions of value and the 
parameters of exchange emerge. Through preliminary communication and negotiation, initial 
relational exchange norms start taking shape, and commitments are tested to determine 
credibility. 
Ring and Van de Ven (Ring and Van de Ven 1994) propose that alliances are formed because 
parties successfully engage in a variety of sense making activities that result in establishing 
psychological contracts, which consist of congruent expectations and assumptions about each 
other’s prerogatives and obligations. 
Arino and de la Torre (Arino and J. de la Torre 1998) further explore Ring and Van de Ven’s 
research and suggest that initial conditions are outcomes of preliminary negotiation and 
commitment stages. They also found that positive feedback loops are critical in the 
evolutionary process when external shocks influence partners’ perception of efficiency and 
equity. The relational quality is both an in-put to the success of the venture and an out-put of 
the interactions between partners. 
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Challenges in early stage of alliance 
Despite the growing popularity of alliances, collaborative success remains elusive for many 
companies. Many inter-organizational relationships fall short of meeting the expectations of 
their participants or fail for other reasons. A number of studies have noted alliance failure 
rates in the 50-60% range (Spekman et al. 1996; Frerichs 1999; Kalmbach and Roussel 1999). 
The result is approximately the same alliance failure rate identified in studies by Bleeke and 
Ernst (Bleeke and Ernst 1993) that upwards 60% of all alliances fail. Evidences also suggest 
that even those ventures that eventually succeed must frequently overcome serious problems 
in their early years. 
In every ten alliance negotiations that end in an agreement, five will fail to meet the partners’ 
expectations and of the other five, only two will last for more than four years (Rigby and 
Buchanan 1994). While many researchers have identified difficulties in the formation of 
alliance, the question of why some attempts to form alliances fail, has not been well 
developed. Hence the ability to form and manage alliance more effectively than competitors 
can become an important source of competitive advantage. 
Doz and Hamel (Doz and Hamel 1998) note that the early process of the collaboration is at 
least as important as the strength of the strategic premise on which it is based. The decisions 
made, and particularly the nature of the interactions that take place during the initial stages of 
the alliance initiatives, will likely play a determining role in its future development and 
success. 
Kelly et al. (Kelly et al. 2002) find that the management of the initial steps of an alliance is 
critical to its subsequent development, and especially that the management of relationship 
among key players needs to receive significant attention. 
More and McGrath (More and McGrath 1996) attribute alliance success to the ability of firms 
to effectively manage relationship issues. The relationship aspects of cooperation provide the 
greatest early challenges in alliance. Wildeman and Erens (Wildeman and Erens 1996) find 
that  relationship problems were the cause of the premature termination of 70% of alliance. 
Das and Teng (Das and Teng 1996) suggest that there is relational risk in an alliance formation 
process, which is concerned with cooperative relationships, or the probability that the partner 
does not comply with the spirit of cooperation. 
Parkhe (Parkhe 1993) suggests that a successful alliance depends substantially on effective 
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cooperation between the partners, since the motivation for entering into an alliance is to 
exploit the benefits of cooperation. Thus, it would be a serious problem if one partner firm 
does not commit itself to cooperation, as fully expected by the other partners. The perception 
of "relational risk" reflects the concern of a partner about possible default by other partners 
(Das and Teng 1998). 
Kelly et al. (Kelly et al. 2002) note that communication is the dominant issue in relationship 
related challenges. Poor communication within an alliance and between partners can 
significantly undermine an alliance's performance. It can create an atmosphere of mistrust and 
suspicion that can undermine both the legitimacy and effectiveness of the venture. 
Culture clash is also cited as one of the common reasons for alliance problems and failures 
(Child and Faulkner 1998; Duysters et al. 1999), which is inevitable when firms have different 
values, beliefs and attitudes interact in the context of cooperative relationship. Culture 
differences are likely to be particularly pronounced in the early stages of cooperation, since 
the partners have little prior experience with each other. 
Another relational risk Kelly et al. (Kelly et al. 2002) find in the early stage of an alliance is 
related to confusion over the respective roles and responsibilities of the partners. The 
difficulties encountered arise from either lack of definition of partner’s role and responsibility 
or a poor understanding of who is responsible for what. 
Given all the uncertainties and problems that typically occur at the launch of an alliance, it 
may be wise to view the early stages of cooperation as a period of mutual discovery, sense-
making and trust building by the partners. Buchel et al. (Buchel et al. 1998) suggest that the 
early establishment of a trust-based relationship is a critical factor in setting up the condition 
for success. 
Ring and Van de Ven (Ring and Van de Ven 1992) suggest that inter-firm trust helps reduce 
the concern about opportunistic behavior, and thus decreases relational risk. Many alliances 
have failed due to the lack of trust causing unsolved problems, lack of understanding, and 
despondent relationships. It has been suggested that trust enables people to be vulnerable to 
their partners, essentially taking risks from engagement, such as joining a strategic alliance 
(Schoorman et al. 2007). 
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Trust 
According to the liability of newness theory, new organizations lack “relationships of trust” 
with individuals and organizations. The entrepreneurial alliance theory also highlights the 
importance of trust in decreasing transactional costs in-between individuals or organizations. 
Thus, both the “liability of newness” and the entrepreneurial alliance literature suggest that 
trust is an important factor in collaboration.   
Sabel (Sabel 1993) defines trust as the mutual confidence that no party to an exchange will 
exploit another’s vulnerabilities. According to Sabel, when parties to an exchange trust each 
other, they share a mutual confidence that others will not exploit any adverse selection, moral 
hazard, holdup, or any other vulnerability that might exist in a particular exchange. 
Lewicki and Brinsfield (Lewicki and Brinsfield 2011) suggest that reciprocity, expectations or 
beliefs about the intentions and trustworthiness of others are the common elements in a 
collective trust. 
Rousseau (Rousseau et al. 1998) argues that reciprocity signals to both trustor and trustee that 
the trust they extend to each other will be returned. Trust is based on the perception of the 
probability that other parties will behave in a way that is expected and benevolent. In the 
entrepreneurial context, a firm owner expects a business partner to act in their own interest, 
or at least to take such interests into account. Such expectations are based on interpretation of 
signals, and on a willingness to be vulnerable to another party (Rousseau et al. 1998). 
According to Mayer (Mayer et al. 1995), individuals can signal that they are worthy of trust, 
thus encouraging trustful behavior. 
Resource based view of trust 
Trust, in economic exchanges, can be a source of competitive advantage. However, to be a 
source of competitive advantage, trust must be available to only a few firms in their exchange 
relationships, not to most firms in most exchange relationships (Peteraf 1993). 
There are many debates between behavioral and economically oriented researchers about the 
role of trust in exchange relationships. On the one hand, behaviorally oriented researchers 
often criticize economic models that assume exchange partners are inherently untrustworthy 
(Mahoney et al. 1993) and constantly tempted to behave in opportunistic ways (Donaldson 
1990). On the other hand, more economically oriented scholars respond by observing that it is 
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difficult to distinguish between exchange partners that are trustworthy and those that only 
claim to be trustworthy (Arrow 1974; Arrow 1985; Williamson 1985). 
According to Barney and Hansen (Barney and Hansen 1994), trust is the mutual confidence 
that one’s vulnerabilities will not be exploited in an exchange, and different types of trust can 
exist in different economic exchanges. These different types of trust depend on different 
reasons why parties to an exchange can have the confidence that their vulnerabilities will not 
be exploited. At least three types of trust can be identified: weak form trust, semi-strong form 
trust, and strong form trust (Mitchell 2008). Some obvious parallels exist between the types of 
trust and trustworthiness identified, and the stages of moral development identified in 
developmental psychology here are summarized by Barney and Hansen (Barney and Hansen 
1994) in Table 3. 
Barney and Hansen argue that weak form of trust is possible because exchange vulnerabilities 
do not exist. In the semi-strong case, trust is possible, despite exchange vulnerabilities, 
because of the significant social and economic governance mechanisms on the opportunistic 
behavior of exchange partners. In strong form trust, trust emerges in the face of significant 
exchange vulnerabilities, independent of whether elaborate social and economic governance 
mechanisms exist, because opportunistic behavior would violate values, principles, and 
standards of behavior that have been internalized by parties to an exchange. 
Table 3: Parallels between stages of moral development and types of trust. 
Stage in moral development Types of trust and trustworthiness 
• Amoral stage: 
When there are no moral choices to be 
made 
• Weak form trust: 
Limited opportunities for opportunism       
• Conventional morality: 
Decisions and behaviors conform to 
standards in order to avoid the cost of 
being caught violating standards 
• Semi-strong form trust; 
Trust emerges in response to social and 
economic governance mechanisms that 
impose costs on opportunistic behavior 
• Post-conventional morality: 
Decisions and behaviors conform to 
standards because they have been 
internalized as principles and values 
• Strong form trust: 
An exchange partner behaves in a trustworthy 
manner because to do otherwise would be to 
violate values, standards, and principles of 
behavior 
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Levels of Trust 
Zaheer (Zaheer et al. 1998) argues that trust is a micro-level phenomenon and has its basis in 
individuals. Trust can be exhibited by one individual towards another individual or towards a 
group of individuals. However, individuals in an organization may share an orientation toward 
individuals within another organization. From this point of view, inter-organizational trust 
describes the collectively held trust toward the partner firm. 
The key characteristics of trustworthy individuals include personal characteristics, past 
behavior and emotions such as demonstrated honesty, loyalty, sympathy and empathy 
(Nooteboom 2002). 
Additionally, trust stems from the characteristics of a community or organization. This 
includes, for example, ethnic groups, professions, networks, firms, associations or whole 
industries. Collective trust depends on reputation, which refers to knowledge held by 
individuals about a potential partner in terms of their behavior in prior network relations, or 
on shared rules and codes of conduct within particular groups (Welter and Smallbone 2006). 
Business relationships are also governed by norms, values and codes of conduct within a 
society (Welter and Smallbone 2011). This refers to institutional trust as a form of general 
trust in the functioning of the overall political, legal or economic framework and its informal 
rules (Zuker 1986; Williamson 1993; Luhmann 2000; Welter 2012). Determinants of 
institutional trust are both endogenous and exogenous (Hudson 2006), where the endogenous 
factors refer to institutional performance: the higher the levels of institutional trust generated, 
the better they perform. The exogenous factors are related to individual characteristics, such 
as income and education (Hudson 2006). Moreover, institutional trust is easily destroyed, as 
negative experience leads to a generalized loss of trust across all institutions. 
Table 4 illustrates forms of trust in relation to the levels upon which it occurs, its object and 
sources. Trust is a multidimensional concept, with recursive links between different levels, 
forms and sources. 
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Table 4: Illustrates of trust in relation to the levels upon which it occurs, its object and sources. 
Forms Level Object Source 
Personal trust Micro Relationship, person 
Emotions, intentions, goodwill, 
benevolence, characteristics of 
persons, experiences, knowledge, 
competencies 
 
Collective trust Meso 
Community 
Organization 
Industry 
 
Characteristics of groups, 
information, reputation, 
recommendation certification, 
professional standards’ 
 
Institutional trust Macro 
Cultural rules 
Formal regulations 
Business infrastructure 
Government 
 
 
Personal and collective trust overlap in terms of trust objects and trust sources; communities 
and organizations consist of people and relationships between people. Therefore, personal 
trust can foster collective trust; and competencies which foster personal trust at micro level 
are reflected in reputation and recommendations which in turn influence collective trust at the 
meso-level. Collective and institutional trust has similar sources: conventions at the meso-
level, for example, within a profession or industry, are informal; and culturally-based rules, in 
this case the culture of a profession or industry (Welter 2005). Institutional trust is both an 
object and a source for collective as well as personal trust (Nooteboom 2002). 
According to Welter (Welter 2012), although there is an agreement in the literature that 
institutional trust draws attention to the context in which trust occurs, organizational scholars 
and economists disagree as to whether institutional trust is a form of individual or collective 
action that is constitutively embedded in the institutional environment in which a relationship 
is placed (Bachmann and Inkpen 2011). 
The role of trust in overcoming liabilities 
As explained by Welter (Welter 2012), trust in the context of entrepreneurship is strongly 
connected with networks and social capital. Trust is believed to support network relations, 
while network contacts play a role in recognizing and constructing opportunities, fostering 
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business creation, mobilizing complementary resources, obtaining advice and other forms of 
assistance, and establishing viable business relations. The importance of support from strong 
relational ties has been demonstrated (Jenssen and Greve 2002) particularly with respect to 
enterprise survival and success in the early stages of venture creation (Bruderl and 
Preisendorfer 1998). 
According to Welter (Welter 2012), trust can be crucial in entrepreneurial success, because 
strong ties tend to bind individuals with similar or complementary interests into long-term 
relationships. Such ties add to the capability of quickly pursuing market opportunities (Uzzi 
1997). During the early stages of enterprise development, strong ties can encourage 
entrepreneurial persistence (Davidsson and Honig 2003). Greve (Greve 1995) argues that 
trust-based personal relationships enable entrepreneurs to gain greater feedback on their 
business idea. Therefore, trust is one of the key properties of social capital, which is essential 
for a functional network (Anderson and Jack 2002). 
According to Welter (Welter 2012), trust is considered to be important for addressing liability 
of newness. Aldrich and Fiol (Aldrich and Fiol 1994) found that successful new founders 
were more likely to build networks of trust which assist in signaling legitimacy. 
Newbert and Tornikoski (Newbert and Tornikoski 2011) argue that relational ties may help 
new entrepreneurs by reducing the costs of gaining resource. They suggest a strategic 
approach to relationship-building where new entrepreneurs should focus on establishing a 
strong sense of trust. 
Welter (Welter 2012) introduces a number of studies, which argue that for networking to be 
successful at any stage of business development, business ties must be trust-based to some 
extent. Over time, in business-related networks, calculative ties are supplemented by affect-
based relations (Jack et al. 2008; Smith and Lohrke 2008; Jack et al. 2010). 
According to Neergaard and Ulhøi (Neergaard and Ulhoi 2006), trust can be institutionalized 
in networks if it is transferred from the personal to the organizational level. 
Welter (Welter 2012) explains that network relations can vary in nature at different stages of 
business development: strong ties are of high value in initial phase of business development, 
but excessive reliance may become a constraint as the business develops. During the pre-start-
up phase where entrepreneurs identify business opportunities, they rely on strong network ties 
and contacts, but in the later stages the network becomes more business-oriented. 
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Welter (Welter 2012) argues that opportunities for the business-oriented type of networking 
tend to increase as the business develops. Therefore, personal trust might decrease in 
importance over time and institutional trust becomes more important, indicating recursive 
interactions between both forms of trust. 
As the business develops and the institutional environment becomes stable, impersonalized 
contracts slowly force out old practices (Peng 2003). However, personal trust remains where 
survival strategies and coping strategies of individuals are concerned (Welter and Smallbone 
2009). 
Dietz (Dietz 2011) suggests that institutional and personal trusts co-exist and co-evolve, 
complementing or substituting each other. This draws attention to the complex and dynamic 
nature of trust. 
Proposition 3: The functionality of an entrepreneur’s network and the ability to exploit their 
partner’s resources are heavily supported by trust in the alliance formation process 
Complexity of trust 
According to Welter (Welter 2012), several authors have analyzed whether strong ties, in the 
form of trust between small business owners and advisers (Bennett and Smith 2004; Bennett 
and Robson 2005; Dyer and Ross 2007), can result in “ties that blind” (Kautonen et al. 2010). 
Zahra (Zahra et al. 2006) focuses on the downside effects of trust in corporate 
entrepreneurship, including lock-ins, over-confidence and the lack of effective controls due to 
over-reliance on trust. 
Bennett and Robson (Bennett and Robson 2004) compare the use of legal contracts and 
personal trust, showing that a higher reliance on trust alone is associated with lower levels of 
client impact and satisfaction, while a combination of trust and contracts fosters higher levels 
of client impact and satisfaction in the advisory relationship. 
According to Welter (Welter 2012), the duality of trust and control depends on the context in 
which it occurs: it is visible at both the macro and micro levels and across forms of trust. 
Therefore, Welter suggests that it is not only the duality of trust and control, but also of 
institutional and personal trust that needs to be considered. Trust and control as well as 
institutional and personal trust can simultaneously complement and substitute each other. 
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Institutional and personal trust is always accompanied by control mechanisms, for example, 
contractual provisions and legal enforcement at the macro level, regulations within a 
profession and a loss of reputation for an entrepreneur at the micro level (Welter and 
Smallbone 2006). 
Welter (Welter 2012) argues that in contexts where institutional control and legal sanctions do 
not properly function, levels of institutional trust may be low. The roles of trust and sanctions 
can change as entrepreneurs move from simple transactions to more complex relationships, 
and from the early stages of venture development towards growing their businesses. It is not 
pure personal or institutional trust, but the combination of them and also an element of control, 
that dominates business relationships. 
Legitimacy 
Legitimacy and trustworthiness are closely related and highly important qualities of an 
alliance partner. Suchman (Suchman 1995) defines legitimacy as a generalized perception or 
assumption that the actions of an entity are desirable, proper, or appropriate within some 
socially constructed system of norms, values, beliefs, and definitions. The determination of 
legitimacy is made by the constituents or the societal groups to which the organization must 
be responsive. A firm’s legitimacy, for example, is determined by the various stakeholders on 
whom it is dependent for survival (e.g. consumers, regulatory authorities, etc.). 
The concept of legitimacy can be particularly relevant to the case of strategic alliances as it 
concerns how a member firm in an alliance perceives another member firm, which can also 
influence the way in which inter-firm cooperation unfolds. An organization is said to be 
legitimate if it meets the expectations of its key constituencies in the environment (Suchman 
1995). 
In the alliance context, we define inter-partner legitimacy as ‘the mutual acknowledgment by 
the alliance partners that their actions are proper in the developmental processes of the 
alliance’. Kumar and Das (Kumar and Das 2007) propose that inter-partner legitimacy is 
important because it can facilitate cooperation, lower transaction costs, and enhance the 
reputational capital of the partners. Thus, inter-partner legitimacy has a critical role in alliance 
success. Inter-partner legitimacy is not only a state but also a process. It is a state in that it 
reflects a collective judgment made by the alliance partners about each other at any given 
point in time (Das and Teng 2002). 
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Proposition 4: Inter-partner legitimacy is crucial to build trust, thus it is important in 
facilitating cooperation in the alliance formation process 
Trust as a governance mechanism 
Alliances, as well as more traditional relationships, require some degree of agreement 
between different parties. Relationships between exchange partners can be stabilized through 
governance mechanisms, either formal or informal. 
Formal mechanisms clearly specify the required degree of co-operation, conformance and 
inter-organizational integration through the use of written documents or agreements. Bucklin 
and Sengupta (Bucklin and Sengupta 1992; Bucklin and Sengupta 1993) discuss the benefit of 
a written contract in terms of creating an “opportunity to design desired patterns of partner 
behavior and to extract penalties from failures to perform”. Macneil suggests that formal 
contracts represent promises or obligations to perform particular actions in the future (Macneil 
1978). 
Informal mechanisms consider the historical and social context of a relationship as well as 
specifically acknowledging that the performance and enforcement of obligations are an 
outcome of mutual interest between parties (Macauley 1963; MacNeil 1980). The use of 
informal mechanisms, such as implicit contracts (Klein, Crawford et al. 1978), are defined as 
unwritten agreements between firms, which are enforced not by formal authority and power 
but rather by the desire to create and maintain a positive reputation for integrity and fairness 
(Barney and Ouchi 1986) and build trust (Larson 1992). 
Welter (Welter 2012) suggests that trust is of most economic value when it is based on non-
contractual, rather than contractual mechanisms.  Barney and Hansen (Barney and Hansen 
1994) suggest that trust eliminates the need for formal contracts, which are costly to write, 
monitor, and enforce. Gulati (Gulati 1995) suggests that trust in exchange relationships has 
been proposed to add economic value and increase performance by lowering transaction costs 
and allow for greater flexibility to respond to changing market conditions. 
Transaction costs involve all of the costs associated with conducting exchanges between firms 
(Williamson 1985). Some scholars, among them Nobel prize winner Douglas North, claim 
that transaction costs are significant and have a major impact on economic efficiency. North 
estimates that transaction costs may represent as much as 35-40% of the costs associated with 
economic exchange (North 1990), Barney and Hansen (Barney and Hansen 1994) argue that 
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trustworthiness reduces trans-action costs in exchange relationships and could be a source of 
competitive advantage 
Proposition 5: Trust as a governance mechanism in an entrepreneurial alliance formation 
process reduces transactional costs 
Trust Formation 
Relatively few entrepreneurship studies have concentrated explicitly on how trust in 
entrepreneurship is built. Welter (Welter 2012) argues that this lack of focus on trust formation 
in entrepreneurship might be due partly to the fact that very few studies have undertaken the 
longitudinal work on trust required to adequately capture its complex nature. 
Welter (Welter 2012) suggests that trust may be built through initial control, a “leap of faith” 
or discursive processes, depending on the objectives and the extent of the risk involved that 
are likely to be associated with the nature and extent of the cooperation and its importance to 
the partners. 
Mollering (Mollering 2006) argues that at the center of the concept of trust is vulnerability 
and uncertainty (the leap of faith), which enable actors to have positive expectations of others. 
Nooteboom (Nooteboom 2002) distinguishes three major stages of building trust: first, control 
in the absence of trust; second, assessing trustworthiness and developing tolerance levels of 
trust; and third, widening these tolerance levels. These three stages may overlap and do not 
have to occur sequentially. 
In the control stage, partners need to decide if there is a need for formal or informal 
mechanisms. If the alliance partner chooses to proceed with an informal mechanism such as 
trust, he or she will have to take some initial risks because only then is it possible for the 
trustee to demonstrate his or her trustworthiness (Das and Teng 1998). 
In the second stage, knowledge and experience allow partners to evaluate their trustworthiness, 
thus, experiences made during the relationship formation allow trust to grow or fade (Coriat 
and Guennif 1998). 
In the third stage, tolerance levels are widened as a result of shared cognitive frames. It is here 
that personal trust may play a more important role, dominating in some relationships but not 
others, depending on the experiences of entrepreneurs, their familiarity with each other and 
the nature of their business partnership (Welter 2012). 
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Poppo and Zenger (Poppo and Zenger 2002) argue that trust formation in the context of new 
product development is an outcome of two types of factors. The first consists of elements 
expected to positively influence trust formation: communication behavior, shared problem-
solving, and perceived fairness. The second consist of elements expected to negatively 
influence trust formation: the continued existence of conflicts and partner egoism during the 
project. Together, these five elements are expected to regulate trust formation between 
exchange partners. 
Welter (Welter 2012) suggests there is an important element of learning to the process of trust 
formation, where learning and trust may enhance or hinder each other, although this 
relationship has received little attention so far in the entrepreneurship literature. Bergh et al. 
(Bergh et al. 2011) draw attention to the different learning outcomes that entrepreneurs can 
achieve through building trust and understanding trust-building as basic factors to 
entrepreneurial learning. While trust might be required for entrepreneurial learning to occur, 
learning also can contribute to both personal trust and institutional trust. Based on experiences, 
individuals learn to trust each other as they become familiar with each other’s competencies, 
motivations and sense of fairness (Bowey and Easton 2007; Welter et al. 2008). 
Proposition 6: Communication is an important element to promote trust formation 
Proposition 7: Alliance partners can learn to trust each other as they become familiar with 
each other’s competencies, motivations and sense of fairness 
 
22 
 
Case Introduction 
The entrepreneurial activity in Norway had been studied by GEM (Global entrepreneurship 
monitor). Early-phase entrepreneurship was measured in a representative sample of the 
population between 18 and 64 years by asking whether they currently are starting up a 
company, or if they own and manage a company established less than 42 months ago. The 
report in 2008 shows that 8.7 % of the adult population is involved in entrepreneurial activity 
(6.5 % in 2007, 9.1 % in 2006, and 9.3 % in 2005). Comparing to other European countries, 
Norway scores relatively low on traditional innovation indicators. 
As the biggest university in Norway, University of Oslo has significant contribution both in 
research and innovation. In 2010, Inven2 - the technology transfer office partly owned by the 
University of Oslo, filed 184 new disclosures of inventions, started 4 new start-up companies, 
and has 21 start-ups in their portfolio. 
The action researcher in this study is a master student of Innovation and Entrepreneurship at 
SFE (Senter for entreprenørskap) at the University of Oslo. The action researcher, hereafter 
referred to as the entrepreneur, joined the new initiative at SFE - the “entrepreneurs in 
residence” program. He introduced this idea to the professor at material science department 
that he knew from his previous studies. The professor liked the idea of setting up a new 
company and inviting students from the Innovation and Entrepreneurship program as a 
management team to develop business. 
In January 2011, the entrepreneur started the process of registering the start-up, and from 
March 2011 there was an active management team that included three students. The 
entrepreneur is the CEO of the start-up and also a member of the board. The professor is the 
chairman of the board. 
Since June 2011, the start-up has formed four different entrepreneurial alliances, which are the 
research objects in this study. 
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Nano-Cluster 
The main partner in the Nano-Cluster project is the photo-catalysis group at the material 
science department at the university. The photo-catalysis group is an initiative that the 
professor launched in March 2011; the main goal of this group was to coordinate all activities 
in the field of photo-catalysis at the university. The professor and another researcher at the 
material science department had at this point started to collaborate with an external company 
(referred to as company Sola later in the document) and had a research contract with them. 
Activities regarding this contract are coordinated and conducted through the photo-catalysis 
group (referred to as Nano-Cluster later in the document). The Nano-Cluster consists of 
approximately 20 persons with different background.  They meet once a month to update each 
other on all the projects that are linked to this group. The start-up's motivation for being a part 
of this cluster is to generate new knowledge and develop this technology further both 
scientifically and commercially. 
Emission Cleaner 
The entrepreneur sent the disclosure of invention to the TTO of the university in January 2011. 
The idea started as an oil remediation idea, but has been changed many times since. The 
entrepreneur implemented this idea in the start-up project portfolio, and the start-up has 
formed an entrepreneurial alliance with an owner of company Informatic. The partner has 
experience in air emission and has a unique network in Norwegian and international clean-
tech industry. 
The start-up, the partner and the entrepreneur’s private holding company have divided 
ownership, in case of a potential technology breakthrough, in three equal parts. The partner is 
responsible for the initial seed money and development of the test-bed, while the start-up is 
responsible for developing the technology and the proof of concept. 
Med-Tech Cleaner 
The entrepreneur started a strategic management course at the university in January 2011, 
where students from different programs at the university were participating. Here he met and 
worked together with a PhD student at the intervention center at the university hospital. This 
center is led by one of key players in Norwegian and international medical science. 
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After this course, the entrepreneur and the PhD student came up with the idea of making self-
cleaning medical devices. The entrepreneur has education in nanotechnology and connections 
to the researchers at the material science department. As it turned out, the leader of the 
intervention center and one of the leaders at the material science department had for many 
years been talking about doing something together, but they had not found any project of 
common interest. 
The PhD student and the entrepreneur initiated the meeting between the two centers at the 
university. The start-up's main goal is to get scientifically significant results that would prove 
the superior efficiency of their created material for surface self-cleaning. The alliance with the 
Intervention center could make it easier to conduct a feasibility study on the self-cleaning 
technology in a hospital environment. Since then, the alliance between the start-up and the 
Intervention center has been formed. 
The intervention center has also included the head of sterilization department in this 
collaboration, which is responsible for the validation of the material efficiency. Unfortunately, 
they did not get a significant result, and everyone understood that this can take more time than 
first expected. All stakeholders in the project wanted the collaboration to be continued, but it 
is clear that there is a lot more fundamental research to be done. 
Water Cleaner 
The original idea came from a publication about cleaning water with energy from the sun and 
a photo-catalyst that the professor presented in Apollon December 2009. The founder of 
company Sola saw this article and contacted the professor for a meeting. Sola is a start-up 
that's main goal is to find a novel way of treating waste-water. The partner company is owned 
by two companies, one of them is the company Informatic that later entered into an alliance 
with the start-up in Emission Cleaner project. The second company, Automation, is owned by 
two persons that are specialized in automation and business development. 
Sola filed an application for Innovation Norway funding based on this project. It got the 
application granted in April 2011 and has paid the university 200 KNOK for doing research 
until October 2011. In the contract between Sola and Thin-film (company founded by two 
researchers at the material science department and Inven2), Thin-film specialized in making 
novel nano-materials. Sola is responsible for looking for business opportunities. In this project, 
the start-up is working closely with Sola to develop an efficient photo catalyst for waste-water 
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treatment. The two companies got in contact with each other for the first time through the 
Nano-Cluster meeting. The entrepreneur was a very active participant at those meetings, and 
the CEO of Sola initiated a meeting between the two companies in May 2011. They discussed 
how they could develop this relationship and have a common strategy towards Innovation 
Norway and the Norwegian research council. 
Current State   
The start-up is in different phases of entrepreneurial alliance formation with four projects with 
four different partners. 
The entrepreneur within the research time-frame has conducted action research on multiple 
cases imbedded in the start-up. He has investigated the challenges in the formation of 
entrepreneurial alliance, and how start-ups can position themselves to be attractive alliance 
partners. This is particularly important for the start-up's further strategy, so it can build 
legitimacy in a new technology market and attract investors. New knowledge and insight in 
the processes and mechanisms around the start-up's four projects has been investigated and 
presented in this master thesis. Establishing the proof of concept has been essential both in the 
Water Cleaner and the Emission Cleaner projects. This has been the start-up's main focus 
within the research time-frame. 
The Nano-Cluster project is more managerially complex because it is an initiative to join an 
existing cross-sectional group of scientists and externals into a center for photo-catalysis. It is 
important for the start-up to be a key player in the formation of this center. 
Desired State 
The desirable future for the start-up within the action research time-frame is to have a positive 
result that would be scientifically significant, and to have established a photo-catalysis center.  
Table 5 gives an overview of actions planned in the start-up within the research time-frame 
and the desired state when finished. 
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Table 5: Overview of current state of all projects and the desired state after the research time-frame is 
finished. 
Project Current State Desired state Research time-frame 
Nano-Cluster 
The photo-catalysis group has 
fixed meetings at least once a 
month and it consists of researcher 
with different fields of expertise. 
Photo-catalysis 
center is established 
at the start-up has a 
key role in its 
facilitation 
From 26th of January 
until 26th of Mars 
Emission 
Cleaner 
Working on the proof of concept 
for purification of water together 
with the university and company 
Sola. 
The start-up and Sola are in the 
initial phase of negotiating terms 
for an entrepreneurial alliance. 
The positive proof of 
concept for water 
purification and a 
formal agreement for 
an entrepreneurial 
alliance 
From 26th of January 
until 26th of Mars 
Medical 
Equipment 
Working on a proof of concept for 
reducing NOx in air emission 
together with company Informatic. 
There is an informal  agreement 
between the start-up, Informatic 
and entrepreneur's private holding 
company to divide the ownership 
in three equal parts in the case of  
a potential technology 
breakthrough 
Positive proof of 
concept for reducing 
NOx in air emission 
From 26th of January 
until 26th of Mars 
Water 
Cleaner 
Working on a proof of concept for 
self-cleaning surfaces, together 
with two leading research centers; 
center for materials and 
nanotechnology and the 
intervention center at the 
university hospital 
 
The start-up should 
continue to facilitate 
communication 
between all parties 
From 26th of January 
until 26th of Mars 
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Methodology 
Since in depth knowledge about a contextual complex environment is hard to obtain, this 
study has combined a participative method with a descriptive multiple case approach to reveal 
important know-how about alliance formation process. The action researcher sampled data 
from his own start-up, and two collaborating researchers conducted interviews with the key 
players in each case. 
Research Design 
A longitudinal design on entrepreneurial alliances has been investigated in this study in order 
to have a valid understanding of an alliance formation process and start-up activities. An 
action research based methodology, defined by Coghlan and Brannick (Coghlan and Brannick 
2010), has been used and supplemented with a multiple case study, which involves 
interviewing key players among four alliances. 
Data generated from action research and case study has been cross-checked with each other, 
and an additional comparative analysis has been conducted. In addition, the data have been 
supplemented with archival material, notes, e-mails and reflections from operations in 2011 
and early 2012. 
Figure 1 illustrates the research design and how different methodologies interchange with 
each other. There is a reciprocal flow of information between the action research and the 
multiple case study. 
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 Figure 1: illustration of the research design and interaction between different methodologies. 
Research Strategies 
Action Research 
Managers are increasingly undertaking action research projects in their own organizations. 
Action research involves opportunistically planned interventions in real time situations and a 
study of those interventions as they occur, which in turn informs further interventions 
(Coghlan and Brannick 2010). Insider action research has its own dynamics, which 
distinguishes it from an external action researcher approach. The manager-researchers are 
already immersed in the organization and have a pre-understanding from being an actor in the 
processes being studied. Challenges facing such manager-researchers are that they need to 
combine their action research role with their regular organizational roles and this role duality 
can create the potential for role ambiguity and conflict. 
You can compare doing action research in your own organization with being an actor, 
directing your own movie, as Riorden expresses it, action research projects represent: a kind 
of studying social reality without separating (while distinguishing) fact from value, they 
require a practitioner of science who is not only an engaged participant, but also incorporates 
the perspective of the critical and analytical observer, not as a validating instance but as 
integral to the practice (Riorden 1995; Fisher et al. 2000). 
There are two research cycles operating in parallel when you are doing action research.  The 
first cycle is called the core action research cycle (Zuber-Skerritt and Perry 2002) and allows 
a researcher to follow four pre-defined steps; constructing, planning action, taking action, and 
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evaluating action. The second cycle is called the thesis action research cycle (Zuber-Skerritt 
and Perry 2002) or the meta-cycle, in this cycle a researcher can reflect over the core action 
research cycle. As Coghlan argues, a researcher has to be continually inquiring on the four 
main steps, asking how these steps are being conducted, and how they are consistence with 
each other and, this way, shaping how the subsequent steps are conducted (Coghlan and 
Brannick 2010). 
Mezirow (Mezirow 1991) identifies three forms of reflection: content, process and premise. 
Content reflection is when you are reflecting over the issue, process reflection is where you 
think about the strategy, procedure etc., and premise reflection is where you evaluate 
underlying assumptions and perspectives. 
Mezirow’s three forms of reflection are parallel to the four territories of experience commonly 
used in action research (Fisher et al. 2000; Torbert and Associates 2004). These four territories 
operate at the individual, interpersonal, organizational level. The four territories are: intentions, 
planning, action and outcomes. Action research aims to develop awareness, understanding and 
skills across all these territories. An action researcher can also inquire about the connection 
between these phases.   
The activities of the meta-learning are not confined to one's first person practice as the 
individual action researcher; they can add another layer of complexity with the second person 
practice and include techniques from the qualitative research. 
As one of the streams of collaborative research, action research cannot be classified as one 
single methodology; rather it includes a wide range and levels of inquiry approaches, 
activities and methods (Reason and Bradbury 2000). Action research is viewed as a holistic 
process that is contextually bound. 
Multiple Case Study 
Researcher Robert K. Yin defines the case study research method as an empirical inquiry that 
investigates a contemporary phenomenon within its real-life context; when the boundaries 
between phenomenon and context are not clearly evident; and in which multiple sources of 
evidence are used (Yin 2009). Case studies emphasize detailed contextual analysis of a limited 
number of events or conditions and their relationships. Case studies are complex because they 
generally involve multiple sources of data, may include multiple cases within a study, and 
produce large amounts of data for analysis. The advantages of the case study method are its 
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applicability to real-life, contemporary, human situations and its public accessibility through 
written reports (NA 1997). Case study results relate directly to the common readers everyday 
experience and facilitate an understanding of complex real-life situations. 
A multiple case study enables the researcher to explore differences within and between cases. 
The goal is to replicate findings across cases. Because comparisons will be drawn, it is 
imperative that the cases are chosen carefully so that the researcher can predict similar results 
across cases, or predict contrasting results based on a theory (Yin 2009).   
 
 
Data Collection Techniques 
Reflection report 
The action research has been documented with reflection from the researcher, in addition, 
most of the meetings have been recorded.  The action researcher has used the ladder of 
interference to avoid hasty conclusions, and questions from CIT to inquire important 
knowledge about mechanisms between the four territories of experience. 
Since it’s a challenge for the action researcher to remain objective, it is important to develop 
procedures for addressing authenticity. This is characterized by the four process imperatives: 
be attentive (to the data); be intelligent (in inquiry); be reasonable (in making judgments); be 
responsible (in making decisions and taking action) (Coghlan and Brannick 2010). They 
address issues related to how a researcher engages in inquiry and action. All the imperatives 
points to an operation with associated activities, Table 7 give an illustration of it. 
Table 6: Illustration of authenticity (Coghlan and Brannick 2010). 
Operations Activities Process Imperative 
Experience Attending, sensing, imagining Be attentive 
Understanding Inquiring, understanding Be intelligent 
Judgment Reflecting, weighing evidence, judging Be reasonable 
Decision Deliberating, deciding, acting Be responsible 
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Techniques from the action research, such as the ladder of interference, the right/left hand 
column and treating facts as hypothesis provide valuable tools for testing consistency between 
the process imperatives. The ladder of interference plots how meanings and assumptions are 
attributed to selected observable data and experiences, and conclusions and beliefs are 
adopted on which action are based. (Argyris et al. 1985; Ross 1994). This technique helps 
researchers to avoid hasty conclusions, and allows them to follow the structure, where they 
begin at the lowest point of the ladder of interference every time. Figure 2 illustrates the 
ladder of interference. 
 
 
Figure 2: The ladder of interference 
Journal keeping is also a significant tool for developing reflective skills, when one is 
generating data from his or her own observations and experiences. Over time one can learn to 
differentiate between different experiences and ways of dealing with them (Moon 1999; 
Raelin 2008). This is important if a researcher wants to engage in inquiry about his or her own 
core action research cycle and gain new knowledge. 
Interview 
Interviews have been carried out and recorded by two interviewers; notes of the most 
important facts mentioned were taken by one of the interviewers. This allows easier analysis 
of the collected data. 
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A focused interview, which is described by Merton (Merton 1990) has been chosen to conduct 
the interviews. The interviewees were interviewed for approximately an hour. The interviews 
were carried out in a conversational manner and were open-ended, but the interviewers 
followed the certain set of questions that were prepared in advance, regarding the main 
research objectives. 
The realist interview type was chosen, this type of interviews provides insight into 
interviewees’ psychological and organizational lives outside the interview situation. This 
requires a concern with accuracy of accounts. Therefore the results obtained through 
interviews are compared with those obtained through other methods (as action research), in 
order to create triangulation. 
Critical incident technique 
The critical incident technique - CIT has been used to sample critical incidents in the alliance 
formation process both in the action research and interview. CIT provides researchers with 
better understanding of the process, the frame of reference, and the feelings about an incident 
or the set of incidents, which have meaning for the respondent. And CIT helps the researcher 
to be more aware of the context he or she is imbedded in, and add important data about how 
the context continual changes throughout the core action research cycle. 
CIT was first used in a scientific study conducted by Flanagan in 1954 (Flanagan 1954), 
Flanagan defined the CIT as; 
[A] Set of procedures for collecting direct observations of human behavior in such a way as to 
facilitate their potential usefulness in solving practical problems and developing broad 
psychological principles… By an incident is meant any specifiable human activity that is 
sufficiently complete in itself to permit inferences and predictions to be made about the person 
performing the act. To be critical the incident must occur in a situation where the purpose or 
intent of the act seems fairly clear to the observer and where in consequences are sufficiently 
definite to leave little doubt concerning its effects (Flanagan 1954). 
In this study, CIT was used in two ways. First, as an expansion of the analytical tools 
Coghlan’s action research provides, and the researcher has systematically used questions such 
as “what triggered the event”, “what are the consequences”, and “what are the alternatives”. 
Each incident was discussed in order to address the issues of interest for the research team and 
to strengthen the analysis of the pre- and post-unintended incidents and context. In the event 
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of an unintended incident that occurred within the data sampling time-frame, CIT was used to 
evaluate emotions, context, strategy and outcome. Further, it reveals knowledge about how the 
researchers' personal assumptions influence processes within the observed environment. 
Secondly, CIT was used as a complementary technique for conducting case interviews. 
According to Cassel (Cassell 2004), qualitative research interviews should have: a low degree 
of structure imposed by interviewer, a preponderance of open questions, a focus on specific 
situations and action sequences rather than abstractions and general opinions. 
Data analysis  
The data analysis strategy was designed in accordance with the research questions, review of 
the literature, and propositions proposed in this study. Several techniques for data analysis 
have been used. 
Firstly, a pattern matching analysis. Such logic compares empirically based pattern with a 
predicted one or several. If the patterns coincide, the results can help a case study to 
strengthen the internal validity. However, if the results fail to show the entire pattern as 
predicted - that is, even if one variable does not behave as predicted -  the initial proposition 
would have to be questioned (Yin 2009) 
Each case has also been screened for convergence of evidence, which means that they have 
evidence from different sources in each case. If identical results between multiple cases are 
identified, it strengthens the validity of the analysis (Yin 2009). 
Further, a cross-case analysis has been conducted on two different levels. First, on the micro-
level, where methodologies are triangulated, and secondly, on the macro-level, where case 
competencies happens within the methodology. The macro level analysis from action research 
and case study has further been compared, to strengthen the validity of the findings. 
A time series analysis has been conducted to reveal how important factors from the pattern 
matching technique evolve in time; this can also increase the validity. 
Lastly, rivalry explanation has been used to broaden the theoretical grounding of propositions 
proposed in this study, and it has also been a good strategy for an analytical approach. 
Figure 3 illustrates all the analysis conducted in this study, and the highlighted area, which is 
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the micro level, has been prioritized. 
 
 
Figure 3: illustration of all analysis conducted in this study and the highlighted area - micro level has been prioritized. 
(P1-Nano-Cluster; P2-Emission Cleaner; P3-Medical Equipment; P4-Water Cleaner) 
 
Validity and reliability 
When participating in your own research, the researcher can be very subjective and has to be 
aware of assumptions he or she held towards the research itself, or personal assumptions he or 
she makes when analyzing meta-learning from the core action research cycle. In this study, 
data sampling was triangulated with interviews conducted by two “outsiders” - researchers 
who did not participated in the action research. Further, a clear and transparent database of the 
results was established so it would be easy for outsiders to review and follow the chain of 
evidence. 
From a case study perspective, it is important to establish a plan for how one will ensure 
validity of the research (Yin 2009). The interviews were designed under the consideration of 
both internal (content) and external (construct) validity. 
The research results are built on information obtained from both sides of the partnership. 
Given the reciprocal nature of trust, it gives validity and reliability that perceptions of 
respondents of both partnership participants are taken into account. The data is able to capture 
the bilateral aspects of trust and trust formation. Table 7 illustrates a frame-work defined by 
Yin to ensure validity and reliability. 
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Results 
Results were triangulated and findings from different studies on the same case were compared.  
The main objective was to identify patterns and differences among the data from different 
sources. Data and the comparisons were presented in templates. Results of comparisons were 
described and synthesized. 
Later on, results from each case were compared and have been presented in a template called 
AR-CS (Action Research – Case Study) micro. Results of the comparison were described and 
synthesized. 
Additionally, a time-line analysis was conducted in order to reveal how the alliance formation 
evolved in four different projects. Data generated from the action research, case study and 
archival data has been used.   
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AR-CS Nano-Cluster 
The results from the interview with the professor (which is behind the idea of creating an 
alliance among several research groups at the university and external firms) and action 
researcher were first compared and conduct as table CS Nano-Cluster. Then the conducted 
data table was further compared with results from action research. The final results of the 
comparison were described in the following text. 
The parties of the alliance have no formal agreements. The alliance is cluster-like, and it 
includes several members from academic and industrial environments. The cluster provides 
access to resources and network, but the collaboration has more academic than commercial 
value. The professor is currently working with external collaborators on forming a Gemini 
center, which will allow the cluster to develop in the direction of a more formal collaboration. 
From the analysis there have been identified several issues in the collaboration: 
Firstly, there is the lack of general commitment from the academic environment. Secondly, the 
cluster does not have a clear structure and control mechanisms, which makes it difficult to 
facilitate. The cluster does not add enough value for external firms. The entrepreneur's ability 
to facilitate the communication with the academic part of the cluster is limited, because he is 
not in the position to demand anything from the researchers. 
The professor and the entrepreneur perceive the collaboration performance differently. In the 
professor's opinion, the best way of working is when maximum independence is allowed. But 
according to the entrepreneur, this makes the facilitation harder, because of the lack of clear 
structure and management. 
The entrepreneur facilitates the communication and coordinates meetings within the cluster. 
He has taken responsibility for facilitating the collaboration, but it faces the task overload, 
when the capacity is not large enough to match it. The entrepreneur functions as a "bridge" 
between the academic and industrial parts of the cluster. 
The resources in the alliance are aligned complementary. The professor has in-depth 
knowledge of the scientific background behind the technology, and provides the access to 
research facilities at the university. The entrepreneur uses time, energy, brings new initiatives, 
facilitates projects with external partners. 
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It can be identified from that the entrepreneur takes initiative, delivers on time, follows up, 
and keeps promises. The professor emphasizes that "without him few things would have 
happened". The entrepreneur is enthusiastic about new ideas and opportunities. He also has 
the capabilities and willingness to "make it happen". The entrepreneur is trusted by 
stakeholders in the cluster. 
The entrepreneur and the professor met each other in the academic environment. First the 
entrepreneur was professor’s student, then later they shared some of their ideas at a social 
gathering at the university, which led to the beginning of the collaboration. The professor and 
the entrepreneur both contributed with their contacts to creating a valuable complementary 
network. The professor describes the entrepreneur as a "unique" personal, a serial 
entrepreneur, while usually entrepreneurial minded persons are rare in the academic 
environment. 
The communication is mostly informal, and usually initiated by the entrepreneur. The 
entrepreneur does not have legitimacy in the academic environment (is not specialized in the 
field of nanotechnology), therefore he tends to use the advantage of the professor's high 
position and reputation in the communication with researchers. 
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Synthesis AR-CS Nano-Cluster 
41 
 
The entrepreneur and the professor met each other in the academic environment, which seems 
to have made it easier to trust each other, share their ideas, networks, and start the 
collaboration. This could be due to a shared understanding of culture and context. 
The professor and the entrepreneur perceive the collaboration performance differently. That 
could be caused by the different mindset (academic v. entrepreneurial). Furthermore, it is 
identified that the cluster does not have a clear structure or control mechanisms, therefore it is 
difficult to facilitate. This results in the performance that does not add enough value for 
external firms. Because of this, the entrepreneur tries to take the role of the main facilitator 
and compensate the lack of control mechanisms in the cluster. 
The entrepreneur consciously tries to behave in a trust-building way (takes initiative, delivers 
on time, follows up, keeps promises). The entrepreneur's ability to facilitate the 
communication with the academic part of the cluster is limited, because he is not in the 
position to demand anything from the researchers. Since he does not have legitimacy in an 
academic environment (is not specialized in the field of nanotechnology), in the 
communication with researchers he tends to use the advantage of the professor's high position 
and reputation. The entrepreneur functions as a "bridge" between the academic and industrial 
parts of the cluster. 
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AR-CS Emission Cleaner 
The results from the interview with an owner of a partner-firm in the Emission Cleaner project 
and action researcher were first compared and conducted as table CS Emission Cleaner. Then 
the conducted data table was further compared with results from action research. The final 
results of the comparison were described in the following text. 
The entrepreneur and his partner have no formal contracts so far. There is only an informal 
agreement about mutual intentions and goals. 
Several issues in the collaboration have been identified: The partner points out that the 
business plan is not clear; the collaboration is without any formal agreements, which is quite a 
naive way from the business perspective (both partners agree on that); the entrepreneur mostly 
focuses on the development of the proof of concept, while the partner is more focused on the 
business development. 
The patent application was started before there was a proof of concept. 
The proof of concept has changed the environment of the collaboration in a way that the 
entrepreneur gained easier access to the resources provided by the partner's company. The 
focus of the work has shifted to the business development. 
There is high degree of independence in the collaboration. The entrepreneur can make many 
decisions on his own. 
The collaboration in this case is evaluated as very good. The partners are satisfied with the 
way the work is distributed. They both feel motivated. The collaboration was highly improved 
after the entrepreneur has got full responsibility for the development of the POC, because that 
has speeded up the process. 
According to the partner, the collaboration should be more formal in the future (e.g. clear 
understanding of how the shares are distributed), because that is important in order to 
maintain the feeling of equality and motivation. 
There is the complementary alignment of resources in this project, and the partner has given 
the entrepreneur access to many of his resources. Both sides are willing to share information 
and let the other part exploit their resources. 
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The alliance partners complement each others' networks, which they actively exploit in order 
to access various resources or while seeking advises. The key findings of the comparison were 
synthesized and presented in the following text. 
The entrepreneur has good contact with people in the academic environment, which is a 
valuable asset, because that provides access to various resources, researchers' advice. 
The partners met through another collaboration in the academic environment. 
The partner trusts the entrepreneur, mentions that the relationship between them is equal and 
gives him freedom to operate. The entrepreneur trusts the partner, feels equal in the 
collaboration. The communication between both sides regarding expectations is mutually 
open. 
The partner has started the process of application for the patent before they had POC, and has 
not demanded to validate the results. 
The entrepreneur is recognized to be result-oriented, tries to take initiative, work fast and 
independently, which helps to build trust. The partner considers him to be very enthusiastic, 
dedicated and self-motivated. According to the partner, the entrepreneur is commercial-
minded and able to identify opportunities. 
Both parties do not communicate on a daily basis, only when it is necessary. They are good at 
identifying what is important to discuss. The entrepreneur has the freedom to make many 
decisions himself. 
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Synthesis AR-CS Emission Cleaner 
The partners met through collaboration in the academic environment, which seems to have 
positively influenced the trust-building process at the beginning of the collaboration, which is 
based only on an informal agreement. There is also a high degree of independence in the 
collaboration, which motivates and maintains the entrepreneur’s high commitment. 
In order to collaborate this way, high level of trust has to be exhibited from both sides. 
Partners are satisfied with it so far, but recognize the need to develop a more formal 
collaboration in the future. 
Another proof of strong trust in this collaboration is the fact that the patent application was 
started before there was a proof of concept, and the partner has not demanded to validate the 
results. This signals that there is a possibility of "blind trust" in the entrepreneur. 
There is a complementary alignment of resources in this project. Both sides are willing to 
share information and let the other part exploit their resources and networks. The entrepreneur 
has close ties with people in the academic environment, which is a valuable asset, because that 
provides access to various resources and advices. This is also beneficial for overcoming the 
liability of newness, because there is more legitimacy that can be “borrowed” from the 
academic environment. 
The progress of the proof of concept development has been very important for the overall 
collaboration in this project. Positive results have changed the environment of the 
collaboration in a way that the entrepreneur gained easier access to the resources provided by 
the partner's company. The focus of the work has shifted to the business development. 
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AR-CS Medical Equipment 
The results from the interview with the action researcher and a PhD student from Medical 
Equipment project (who is also one of the initiator of the project) were first compared and 
conduct as table CS Medical Equipment. Then the conducted data table was further compared 
with results from action research AR Medical Equipment. The final results of the comparison 
were described in the following text. 
There is no formal agreement among the participants. So far this is just an “initial feasibility 
study”. 
Since the test results were not as expected, there has been a shift in the direction of the project 
purpose from applied research to basic research. The project has entered into a stagnation 
phase. 
The entrepreneur and the interviewed PhD student both agree that there is a commitment 
problem in this project, mainly from the material science department. 
The communication between science departments is also difficult. The material science 
department does not communicate well enough, which makes the overall communication less 
efficient. 
The communication between the entrepreneur and the PhD student is very well, they have 
regular contact maintained by informal meetings, calls, e-mails. 
Since the project has shifted the direction to the basic research, there are different opinions on 
whether the entrepreneur adds value to this project. 
All participants were enthusiastic at the beginning, but more initiative was showed by the 
entrepreneur later on. 
Many important people were interested and involved from the beginning, but that could have 
been a wrong approach, because there were no results to show. When tests were conducted 
and results were received, expectations were not met. 
Both parties think the collaboration is good, but could have been better. The collaboration 
lacks the mutual understanding of expectations and motivations. This collaboration still has 
value, but it has changed the direction. 
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There is complementary resource alignment in the collaboration. Different research 
departments have in-depth knowledge of their field and access to research facilities. 
The entrepreneur and the PhD student work equally on the facilitation of this project. The 
interviewee maintains facilitation on the medical department part, the entrepreneur – on the 
material science department. 
The PhD student and the entrepreneur met and worked together on a task in an entrepreneurial 
course in academic environment. 
The PhD student points out that having ties with reputable people are important, because they 
help gain legitimacy. 
The entrepreneur and the PhD student share their networks in order to exploit opportunities. 
The entrepreneur and the PhD student from the medical department trust each other, but both 
of them notice that there is a commitment problem in the collaboration. 
The entrepreneur has been taking initiative to coordinate the research process at a specialized 
unit, which shows his commitment. He is conscious that this is one of the ways to gain 
legitimacy and build trust. 
The entrepreneur is enthusiastic, creative, can inspire others, responds quickly to any given 
task, and he has the good understanding of the scientific background behind the technology, 
demonstrator commitment to the project. 
The entrepreneur shows good interpersonal skills, can easily approach new people. 
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Synthesis AR-CS Medical Equipment 
The PhD student and the entrepreneur met each other and worked together on a task in an 
entrepreneurial course in the university. They built mutual trust while working on a school 
task together; therefore it was easier to start the collaboration later. This study has identified 
that the entrepreneur and the PhD student share their networks in order to exploit 
opportunities, and they work equally on the facilitation of this project. This indicates that 
there is a mutual trust and commitment from both partners. 
The PhD student also pointed out that ties with reputable people are important, because they 
help gain legitimacy. 
Many important people were interested and involved from the beginning, but that could have 
been a wrong approach, because everyone was so eager to have collaboration that they did not 
bother to build a mutual understanding of expectations and motivations. When tests were 
conducted and results were received, expectations were not met. That might be one of the 
reasons for low level of enthusiasm and commitment later on. Another reason could be that 
the plan of action was too unstructured from the beginning. The lack of clear goals and poor 
results could have demotivated people in the project. 
Since the test results were not as expected, there has been a shift in the direction of the project 
purpose from applied research to basic research. This has made the entrepreneurs position in 
the collaboration less viable. 
The entrepreneur takes initiative to facilitate the collaboration. He believes that this is one of 
the ways to gain legitimacy and build trust. The communication between science departments 
is also difficult, mainly from the material science department, which could be due to the lack 
of commitment. 
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AR-CS Water Cleaner 
The results from the interview with a CEO of the partner-firm in the Medical Equipment 
project and action researcher were first compared and conduct as table CS Water Cleaner. 
Then the conducted data table was further compared with results from action research. The 
final results of the comparison were described in the following text. 
Partners have only informal agreement so far, but they are considering making a formal 
contract in the near future. 
Responsibilities have been divided clearly between the start-up and partner. The entrepreneur 
focuses on R&D, whereas the alliance partner focuses on market opportunities and business 
development. But the partner talks about being frustrated over the slow development. He sees 
a need to have a demonstrator 
Regarding the collaboration performance, the expectations of the partners are not completely 
met (process is too slow, there is no demonstrator for a proof of concept). According to the 
entrepreneur, the demonstrator is not the responsibility of the start-up, but of the partners' at 
the material science department. In this case, the collaboration between the partner firm and 
university, and between start-up and partner does not have clear borders. 
The entrepreneur has taken over some responsibility from the material science department for 
making the POC, but has not focused as much as he should on this project. Not having a POC 
demonstrator leads to a problem of poor employment of complementary resource.  The 
partners have not been able to share the information sufficiently, exploit each other's networks. 
The partner-firm is waiting for the POC to be ready, and then contribute with the access to 
market, but they could be involved in the POC development process more, connecting the 
entrepreneur with industrial players. 
The entrepreneur provides access to research resources and test rig based on entrepreneur's 
good network at university. 
The partner focuses on commercial side by providing the access to the market, knowledge of 
the industry, contacts in it, while at the same time providing some funding. 
The entrepreneur functions as a "bridge" between commercial and academic partners. There is 
a need for that, because the collaboration lacks clear goals and transparency, and the partners 
from the academic environment lack understanding of the market. 
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The entrepreneur and the partner both value ties with reputable people. They think it can 
increase legitimacy and it makes it easier to get access to new potential partners.   
The entrepreneur has valuable contacts in the academic environment, and the partner firm has 
the valuable contacts within industry, including global market players. 
Seems that the alliance partner, although frustrated about not having the proof of concept, 
trusts the researchers, thinks "they know what to do". 
The entrepreneur is seeking to gain legitimacy by taking initiatives of doing and making 
things happen. He attempts to show commitment by taking responsibility for many tasks, but 
then he experiences the overload of tasks, and is not always able to deliver what promised. 
Both sides trust each other, but there is identified need to have a formal agreement. 
The entrepreneur is described as enthusiastic, aware of the situation in both, academic and 
business environments, commercial minded. 
The communication takes place mostly by informal meeting and e-mails. The entrepreneur is 
coordinating communication: he initiates meetings, sends out invitations, making agenda for 
the meetings. He is an essential initiator, there is very little initiative from other participants. 
The entrepreneur has also initiated the preparation of a formal agreement on the cross-holding 
of shares. 
 
 
 
 
 
 
\ 
 
 
 
54 
 
 
 
55 
 
 
 
56 
 
Synthesis AR-CS- Water Cleaner 
The partners met through a collaboration in the academic environment (in the Nano-Cluster 
meeting), which seems to have positively influenced the trust-building process at the 
beginning of the collaboration. They have only an informal agreement so far, but they 
recognize the need and are considering signing a formal contract in the near future. 
The entrepreneur and the partner both think that ties with reputable people can increase 
legitimacy and make it easier to get access too new potential partners.  The entrepreneur has 
valuable contacts in the academic environment, and the partner firm has valuable contacts 
within industry, including global market players. 
The entrepreneur is described as enthusiastic, aware of the situation in both academic and 
business environments, commercial minded. The entrepreneur is seeking to gain legitimacy 
and build trust by taking initiatives, showing commitment by taking responsibility for many 
tasks. Sometimes he experiences the overload of tasks, and is not always able to deliver what 
promised. 
The entrepreneur has consciously positioned himself close to the academic environment. This 
way he can have good understanding of the academic environment and how it functions, and 
can use his academic contacts. 
The collaboration between the academic and industrial environment lacks clear goals and 
transparency, and the partners from the academic environment lack understanding of the 
market. The partner is clearly frustrated over the slow development of the proof of concept 
demonstrator. The entrepreneur functions as a "bridge" between commercial and academic 
environment. It seems that the alliance partner, although frustrated about not having the proof 
of concept, trusts the researchers. It is possible that the institutional trust for the university 
“blinds” him. 
Not having tde POC demonstrator leads to a problem of poor exploitation of complementary 
resource.  The partner-firm is waiting for the POC to be ready, and then contribute with the 
access to market, instead of getting involved in the POC development process more, 
connecting the entrepreneur with industrial players. 
The entrepreneur is an essential initiator in the collaboration, there is very little initiative from 
other participants. 
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AR-CS-micro 
The results of the above comparative analysis on the four cases were compared together in the 
analysis. Results and their comparison have been presented in a template and described in the 
following text. 
In all cases, there are no formal agreements so far. 
There can be identified the lack of commitment in several projects. This problem occurs 
mainly in the academic environment. There is also the lack of mutual understanding of goals, 
expectations among the different partners. The entrepreneur takes a role of a facilitator of the 
communication between academic and business environment. 
There is complementary resource alignment in all the cases, although the resources are not 
always fully exploited. 
The entrepreneur positions himself close to the academic environment. That way he can 
access academic resources and have ties with reputable people and “borrow” their legitimacy. 
The entrepreneur has gained trust through consciously exhibiting trust-building behavior by 
taking initiatives, responsibilities, showing commitment. 
The industry partners tend to trust the academic environment even when they are aware of the 
lack of commitment from the other side. 
The entrepreneur is commercial-minded, enthusiastic and initiative, able to work 
independently. However, he sometimes takes too many initiatives and tasks and faces a work 
overload. 
The communication is mainly informal, initiated and coordinated by the entrepreneur. He 
sends out e-mails, invitations to the meetings, creates agendas for meetings etc. There occur 
some communication problems with the academic environment, for example slow response, 
lack of initiative. 
The POC progression situation has strong influence on the overall progression of the project. 
Positive results speed up the business development (Emission Cleaner) and influence the 
alliance formation process, negative results (Medical Equipment) makes the partners shift the 
direction of the collaboration. Slow POC (Water Cleaner) development slows down the 
process of business development. 
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Synthesis AR-CS-micro 
In all cases, there are no formal agreements so far, but in at least two of them partners identify 
the need to have it. 
The POC progression situation has strong influence on the overall progression of the projects. 
Positive results speed up the business development (Emission Cleaner) and influence the 
alliance formation process, negative results (Medical Equipment) makes the partners shift the 
direction of the collaboration. Slow POC (Water Cleaner) development slows down the 
process of business development. 
There can be identified the lack of commitment in several projects. This problem occurs 
mainly in the academic environment. This could be related to the fact that there is a big 
difference in mindsets that are typical to those environments, which causes a relational and 
institutional gap between them. There is also the lack of mutual understanding of goals, 
expectations among the different partners. The entrepreneur takes a role of a facilitator of the 
communication between academic and business environment. 
The entrepreneur seems to be the most committed party in all of the cases. Obviously, the 
collaborations add more value to him than to the partners. Different levels of commitment 
make the collaboration more difficult to maintain. The entrepreneur has gained trust through 
consciously exhibiting trust-building behavior by taking initiatives, responsibilities, showing 
commitment. 
The communication is mainly informal, initiated and coordinated by the entrepreneur. There 
occur some communication problems with the academic environment, for example slow 
response, lack of initiative. 
The entrepreneur collaborates with reputable people to get access to new resources and 
networks, and for building legitimacy and consciously positions himself close to the academic 
environment. That way he can access academic resources and have ties with reputable people 
and “borrow” their legitimacy. 
There is complementary resource alignment in all the cases, although the resources are not 
always fully exploited, e.g. in the Emission Cleaner project. The reason for that could be not 
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only the sow POC demonstrator development, but the lack of trust, unwillingness to share 
resources before the partner sees real value in the collaboration. 
The industry partners tend to trust the academic environment even when they are aware of the 
lack of commitment from the other side. The reputation of the academic institution could be 
the factor that causes “blind trust”. 
The entrepreneur is commercial-minded, enthusiastic and initiative, able to work 
independently. However, he sometimes takes too many initiatives and tasks and faces a work 
overload. 
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Time-line analysis 
The time-line analysis has been conducted on the alliance formation process; the main 
objective of the analysis has been to identify patterns and differences among all the four cases. 
Data generated by the action researcher within the research time frame and archival data has 
been used, additionally a cross checking of data from the case interviews has been conducted.  
All four cases have been analyzed and data is presented in a template on the next four pages. 
The time-line analysis is presented in a chronological order and reveals how different 
incidents influence the overall picture of the progression in each case. 
The Nano-Cluster case started with the initial meeting between the entrepreneur and the 
professor, the professor chose to collaborate with the entrepreneur and asked him to be the 
CEO of his new company. The collaboration between the professor and the entrepreneur has 
been close. The case analysis reveals that there is mutual trust between them. Development of 
a new cluster has lately been the main focus of this collaboration. 
The entrepreneur was introduced to the Emission Cleaner partner by the professor at the first 
cluster meeting. The entrepreneur later pitched his idea of a new emission cleaning technology, 
and the partner immediately saw a big potential in the idea.  They had a meeting short after 
were clear goals were made, the partner agreed to build and finance a test bed. Not even at 
this point were there any formal agreements, and it took another five months before the 
question was discussed. 
In the Medical Equipment case the entrepreneur met his partner who is a PhD student from 
medical department for the first time in an entrepreneurial course at the university. They 
worked together on a group assignment and got to know each other well. They later initiated a 
meeting with key leaders from their research environment, and managed to agree on an initial 
feasibility study.  Unfortunately they got a negative result, but interestingly enough, they did 
not terminate the project and they are still working on it. 
In the Water Cleaner case the entrepreneur was introduced by the professor at the first cluster 
meeting to the future partner. The Water Cleaner partner already had a formal contract with 
the professor and they had regular meetings. Later on, the partner invited the entrepreneur to 
participate at these meetings.  There have been some challenges in the collaboration between 
the Water Cleaner partner and the university, since it has taken very long time to develop the 
demonstrator of the technology. 
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Synthesis of the time-line analysis   
From the time-line analysis it can be identified that the proof of concept progression varies 
among the different cases. The Emission Cleaner idea did not evolve as good as expected and 
the partner agreed to let the entrepreneur access some of his resources and this increased the 
progression and the entrepreneur was finally able to get a positive proof of concept. Through 
case interviews and the time analysis it has been identified that they had a mutual reliance, 
and the level of trust increases. 
In the Medical Equipment case they got a negative proof of concept, and the project went into 
a stagnation phase, even if everyone wanted to continue the collaboration. It has been 
identified in the time-line analysis that there has been significant less coordination and 
facilitation in this project. Considering the slow progression of the collaboration and the fact 
that it is embedded in the academic environment, the probability of success is decreased 
without a formal agreement. 
The Nano-Cluster and the Water Cleaner project have many overlapping interest and will be 
covered as a whole in the synthesis. The professor initiated independently of each other 
collaboration both with the entrepreneur and the Water Cleaner project. The entrepreneur 
became the CEO of his company and the professor functioned as an adviser in the Water 
Cleaner project. After some time the professor initiated a new cluster partly founded by the 
Water Cleaner project. The entrepreneur got access to some money and resources. From the 
time-line analysis it has been identified that the Water Cleaner partner has been asking for a 
technology demonstrator for a while, which the cluster has not been able to provide. From the 
case interviews and the action research this has been identified as a source of frustration and it 
could be one of the reasons why the alliance formation process between the entrepreneur and 
the Water Cleaner partner has taken so long time. 
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Discussion 
Research Question 1 
 
How can entrepreneurial alliances help a start-up to overcome the liability of newness? 
 
New ventures face many barriers that must be overcome to survive, such as lack of 
relationships, important experience and tangible resources (Reuer et al. 2011). Together these 
problems worsen new venture’s risk of failure and contribute to their liability of newness 
(Stinchcombe 1965). 
The generated and analyzed data shows that the entrepreneur consciously positions himself 
close to the academic environment in order to get access to valuable resources. Being close to 
the academic environment has helped the start-up to get access to research facilities, valuable 
network and knowledge about the university's internal processes. 
According to Gulati (Gulati 1998), alliances enable firms to gain access to resources, 
particularly when time is of the essence. If so, development of an appropriate alliance network 
at founding may enable a young firm to enjoy relationships and resources typical of a more 
established firm, hence overcoming liabilities of newness. In this study, the collaboration with 
the professor gives the start-up access to in-depth knowledge of the scientific background 
behind the technology, and provides access to research facilities at the university. 
By being part of the Nano-Cluster, the start-up has gained access to research funding from 
Water Cleaner project and to nano-coating technology. One of the reasons why the Medical 
Equipment project was initiated was the fact that the start-up could provide coated samples for 
testing. 
The above discussion supports proposition 1: 
Alliances can directly help a new venture to overcome liability of newness by providing access 
to valuable resources. 
  
The academic network is one of the main assets the collaboration with the university provides. 
The fact that the entrepreneur consciously positions himself close to the academic 
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environment, can not only help him access academic resources, but also allows him to have 
ties with reputable people and “borrow” their legitimacy. 
By having close ties with the professor that is well known for being excellent in his field, the 
entrepreneur gained enough legitimacy to attract partners for other projects. The entrepreneur 
was introduced by the professor to the Water Cleaner and emission technology project 
partners. The partner from the Water Cleaner project explains that the first time he met the 
entrepreneur was at the first cluster meeting, where the entrepreneur was introduced by the 
professor. Further he emphasizes that “ties with reputable people are important in order to 
show credibility”. 
The PhD student from the Medical Equipment project claims that “the nanotechnology group 
is one of the research groups with the highest impact at this university”, which has made it 
possible to form the project together with the key players in the medical research environment. 
It is also suggested in the literature that relationships with reputable partners can indirectly 
help entrepreneurial firms reduce liability of newness by increasing the new venture’s ability 
to secure resources from other sources. Because new ventures are difficult to evaluate for 
investors and potential partners, it can be challenging to obtain the resources they need. 
Alliances with reputable partners can have the effect of “endorsing” the new venture, or 
providing a signal to other potential exchange partners that the new venture is of high quality 
(Reuer et al. 2011). 
The above supports the proposition 2: 
Alliances can indirectly help a new venture to overcome liability of newness by “lending” 
reputation which helps to attract other potential partners. 
 
Research Question 2 
 
How can trust be built in the alliance formation process? 
 
As perceived in the study, the entrepreneur consciously tries to exhibit what he believes to be 
a trust-building behavior. He takes initiatives, responsibilities and shows commitment. 
According to the partner from the Water Cleaner project, the entrepreneur “always follows up 
and delivers what is promised”. The interviewees also emphasized that the fact that the 
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entrepreneur works on several different projects positively influences their perception of his 
trustworthiness. “The fact that he is running several projects also increases the credibility, 
because that shows he has experience” says the PhD student from the Medical Equipment 
project. 
However, the entrepreneur pointed out that “he sometimes takes too many initiatives and tasks, 
and faces a work overload”. This could be seen as a threat to his legitimacy, because it can be 
decreased if one party is not able to perform as well as it was expected. The POC (proof of 
concept) progression situation has strongly influenced the alliance formation process. 
Positive results of POC development have speeded up the business development (Emission 
Cleaner) and positively influenced the alliance formation process.  The entrepreneur gained 
easier access to the resources provided by the partner's company. The focus of the work has 
shifted towards business development. The collaboration in this case is evaluated as very good 
from both parties, and they both feel motivated. 
Negative results of POC development in the Medical Equipment case have made the partners 
shift the direction of the collaboration from applied to basic research, and the collaboration 
has entered into a stagnation phase. In this case, many important people were interested and 
involved from the beginning, but when tests were conducted and results were received, high 
expectations created by the entrepreneur (initiator) were not met. Hence, the entrepreneur has 
partially lost his legitimacy. 
The above supports the proposition 4: 
Inter-partner legitimacy is crucial to build trust, thus it is important in facilitating 
cooperation in the alliance formation process. 
 
Zajac (Zajac and Olsen 1993) indicates that during the negotiations that take place in 
initializing stages of an alliance formation, through preliminary communication and 
negotiation, initial relational exchange norms start taking shape, and commitments are tested 
to determine credibility. Kelly et al. (Kelly et al. 2002) note that communication is the 
dominant issue in relationship related challenges. Poor communication within an alliance and 
between partners can derail the start-up of a venture or significantly undermine its 
performance. It can create an atmosphere of mistrust and suspicion that can undermine both 
the legitimacy and effectiveness of the venture. 
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In the studies cases, the communication is mainly informal, initiated and coordinated by the 
entrepreneur. He initiates meetings, sends out invitations, and sends follow-up e-mails. 
“The entrepreneur takes the responsibility to contact the “nano-people”, and I took the other 
side. If we hadn’t done this, nothing would have happened” says the PhD student from the 
Medical Equipment project. 
Some problems have occurred in the communication with the academic environment, for 
example slow response and lack of initiative. This could be related to the finding in the data 
analysis which identifies a difference between the mind-sets that are typical for academic and 
business environments. This causes a relational and institutional gap between them. Therefore 
there is a need to have someone who is able to understand both, academic and business 
environment, and can facilitate the communication between them. For example, both the 
professor and the Water Cleaner partner acknowledge that the entrepreneur functions as a 
"bridge" between the academic and industrial parts of the cluster, since “he is unique – an 
entrepreneurial-minded person in the academic environment” (the professor). And the Water 
Cleaner partner says “the entrepreneur is skilled at opening doors at the university". 
The efficiency of communications seems to be more dependent on the quality than on the 
frequency. In the case of Emission Cleaner project, there is clear mutual understanding of 
intentions and goals. Therefore both parties do not communicate on a daily basis, only when it 
is necessary.  The partner explains: "We have very few emails during the process. I like that he 
(the entrepreneur) is good at identifying what needs to be discussed and what does not. " 
Because of this, the entrepreneur has the freedom to make many decisions himself, which 
makes him feel that he is trusted. 
The above supports the proposition 6: 
Communication is an important element to promote trust formation, thus it is important in 
facilitating cooperation in the alliance formation process. 
 
All the partners recognize the entrepreneur as enthusiastic and initiative. For example, the 
partner from Medical Equipment project described the entrepreneur as “commercial-minded, 
enthusiastic and initiative, and able to work independently”. 
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Welter (Welter 2012) suggests the process of trust formation includes “learning” to trust each 
other.  Based on experiences, individuals learn to trust each other as they become familiar 
with each other’s competencies, motivations and sense of fairness. 
The professor met the entrepreneur for the first time, when the latter started his material 
science bachelor studies. The professor describes his first impression on the entrepreneur as 
“not very serious. A student that was saying “I want to do business, that’s why I study 
science””.  After getting to know the entrepreneur better, he “turned out to be unique 
(entrepreneurial minded person in the academic environment)”. 
The PhD student from the Medical Equipment project points out that he trusts the 
entrepreneur. One of the factors that maintain the trust is the motivation that he recognizes and 
appreciates: “He is trying to improve the entrepreneurship environment in the university 
system, which increases credibility of what he is doing, because he is doing things not only 
for himself.” 
The partner from the Water Cleaner project and the PhD student from the Medical Equipment 
project emphasize that responsibilities have been divided clearly and fairly. The partner from 
the Emission Cleaner project describes their collaborations as “based on the mutual reliance”. 
The above discussion supports the proposition 7: 
Alliance partners can learn to trust each other as they become familiar with each others’ 
competencies, motivations and sense of fairness 
The partner from the Water Cleaner project trusts the entrepreneur and the academic partners, 
even though he has not received the POC demonstrator that has been promised. He believes 
that “they know what they are doing”. That could be linked to the institutional trust towards 
the university. According to Bachmann and Inkpen (Bachmann and Inkpen 2011), the 
institutional trust is a form of individual or collective action that is constitutively embedded in 
the institutional environment in which a relationship is placed. 
The institutional trust role and its positive/negative influence on business relationships has not 
been in the focus of this study, but it proposes an interesting topic for further research. 
Research Question 3 
 
How can trust influence the alliance formation process? 
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Trust can be crucial in entrepreneurial success, because strong ties tend to bind individuals 
with similar or complementary interests into long-term relationships. Such ties add to the 
capability of quickly pursuing market opportunities (Uzzi 1997). 
From the time-line analysis it can be identified that the entrepreneur has gradually gained 
better access to the partner’s resources in the Emission Cleaner project. This could indicate 
that the level of trust has increased, which has positively influenced the process of the alliance 
formation and business development. As suggested by Ring and Van de Ven (Ring and Van de 
Ven 1992), inter-firm trust helps reduce the concern about opportunistic behavior, and thus 
decreases relational risk. The increased level of trust between the entrepreneur and the 
alliance partner help them effectively exploit each other’s networks to get access to new 
resources. As suggested by Schoorman and others (Schoorman et al. 2007), trust enables 
people to be vulnerable to their partners, essentially taking risks from engagement, such as 
joining in a strategic alliance  
On the other hand, many alliances have failed due to the lack of trust causing unsolved 
problems, lack of understanding, and despondent relationships. For example, the slow 
development of the POC demonstrator in the Water Cleaner project (the partners from Sola 
have required a demonstrator for the technology, but their requirement has not been fulfilled) 
has slowed down the process of the business development and alliance formation. From the 
time-line it can be identified that the alliance formation had entered a stagnation phase, and 
the entrepreneur is not able to sufficiently exploit his partner’s network and resources. 
The entrepreneur seems to be the most committed party in all of the cases. Obviously, the 
collaborations add more value to him than to the partners. Different levels of commitment 
make the collaboration more difficult to maintain. 
The discussion above supports the proposition 3: 
The functionality of an entrepreneur’s network and the ability to exploit their partners' 
resources are heavily supported by trust in the alliance formation process. 
 
Trust is believed to support network relations, while network contacts play a role in 
recognizing and constructing opportunities, fostering business creation, mobilizing 
complementary resources, obtaining advice and other forms of assistance, and establishing 
viable business relations (Welter 2012). Newbert and Tornikoski (Newbert and Tornikoski 
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2011) argue that relational ties may help new entrepreneurs by reducing the costs of gaining 
resources. They suggest a strategic approach to relationship-building where new entrepreneurs 
should focus on establishing a strong sense of trust. 
In all the studied cases, there are no formal agreements so far. Most of the collaborators 
identify the need to have it. 
“We have never had formal meetings or agreements. The collaboration is based on mutual 
understanding that one day we will come to some agreement when we know that we have 
something. This seems a bit naive, but sometimes it works” says the partner from the 
Emission Cleaner project. 
The entrepreneur explains that the fact that he feels trusted and has freedom to make decisions 
motivates him to work harder, which has been one of the main success factors in this project: 
it can be seen from the time-line that this project has had a break-through after the 
entrepreneur has taken full responsibility for the POC development. 
However, trust as the only governance mechanism is often not enough for the successful 
facilitation of an alliance. 
The lack of commitment and communication has been identified in several projects. This 
problem occurs mainly in the collaboration with the academic environment. In the above 
discussion this has been related to the difference between the mind-sets that are typical for 
academic and business environments. This causes a relational and institutional gap between 
them. According to the entrepreneur, this has made the facilitation difficult and the 
collaboration less effective. 
The entrepreneur has had to use a lot of effort on the facilitation (coordination of meeting, 
communication etc.), but he felt that the efficiency of the collaboration was not as good as it 
could have been. Due to the lack of control mechanisms, the projects (Medical Equipment and 
Water Cleaner) have not developed as expected, because some of the academic partners have 
not worked on the projects as promised. 
This can also be linked with the lower level of risk experienced by academic partners. 
Comparing with industry partners, academic partners feel less pressure in time and cost. 
In the collaboration with the academic environment, trust as the only governance mechanism 
has rather increased than reduced transactional costs. Formal governance mechanisms could 
have helped the entrepreneur to facilitate the collaborations more effectively. 
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From the discussion above it could be suggested that trust as a governance mechanism helps 
to reduce transactional cost in an entrepreneurial alliance formation process. But when there is 
a cognitive gap and the lack of mutual understanding among partners, trust as a governance 
mechanism does not reduce transactional costs. 
Proposition 5 is partially supported by the findings discussed above. It can be suggested that: 
Trust as a governance mechanism can help reduce transactional costs only in collaborations 
where there is mutual understanding and similar mind-set. 
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Conclusion and recommendation 
This study has investigated how alliances influence liability of newness experienced by new 
ventures, and how trust can affect the alliance formation process. From the discussion, it can 
be proposed that start-ups can overcome liability of newness by forming alliances. Alliances 
can help a new venture directly by providing access to partners' resources, as well as 
indirectly by helping to attract other potential partners. In this study, it was identified that the 
entrepreneur “borrowed” the professor’s legitimacy, and the professor has functioned as a 
mentor for the entrepreneur. Further, the professor has been a gate opener, which has helped 
the entrepreneur to exploit new business opportunities. This supports the first research 
question: “How can entrepreneurial alliances help a start-up to overcome the liability of 
newness?” 
Alliances could also be seen as a strategy of spreading risk, where the entrepreneur uses a 
“hedging” strategy by having several projects at the same time. This has not been the focus of 
this study, but could be addressed in further research. 
The second research question “How can trust be built in the alliance formation process?” was 
addressed by three propositions, which suggest that trust can be built by gaining and 
maintaining inter-partner legitimacy, and facilitating communication that would guarantee the 
mutual understanding among partners. Trust can also be “learned” during the relationship due 
to growing familiarity with each other’s personal competencies, motivations and sense of 
fairness. 
One interesting finding of this study was the identified differences in mind-set between 
academic and industrial partners that can cause a relational and institutional gap between 
partners. One of the background reasons for this could be different levels of risk that different 
institutions are exposed to. For example, academic partners do not experience the same time 
pressure, financial obligations and high level of commitment as industrial partners, especially 
new ventures, do. Another interesting topic to investigate how academicals behave in contexts 
where there is collaboration between academic and business cultures. 
It could be proposed that the liability of newness could be linked with perceived risk and 
different levels of tolerance for risk. Higher liability of newness creates lower tolerance for 
risk. This makes new ventures less flexible and more vulnerable; therefore they face risk 
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while trusting a partner that has higher tolerance for risk. High esteem in partners may 
increase the degree of freedom for trust-building capacities. 
The identified gap can also make it difficult to facilitate collaboration without adequate 
governance mechanisms. The discussion around the fifth proposition within the third research 
question: “How can trust influence the alliance formation process?” addresses this problem. It 
was identified that trust positively influences partners’ ability to share and exploit each other’s 
networks and other resources. The lack of mutual trust can decrease the effectiveness of 
accessing and exploiting resources. 
 The obtained data also suggests that formal governance mechanisms are more appropriate for 
facilitating collaborations between industrial partners and institutions like universities that 
often lack understanding of commercial interests and risks. 
The identified gap in mind-set can also be related with the risk to over-trust institutions like 
universities, which could result in “blind trust” from external collaborators. This introduces an 
interesting research topic that falls outside the scope of this study – trust duality, on how 
institutional and individual trust interferes with each other.  Zahra (Zahra et al. 2006) also 
points out the downside effects of trust such as possible over-confidence and the lack of 
effective controls due to over-reliance on trust. 
Contribution to the literature 
From the discussion within the first research question, it has been identified that an 
entrepreneur can “borrow” reputation from a more legitimate partner to gain legitimacy that 
can be used to overcome liability of newness in forming new alliances.  From research 
question two it has been identified that it is possible for an entrepreneur to build trust, but it is 
experiences that define how the partner perceives the entrepreneur’s trustworthiness. Research 
questions one and two coupled with research question three, which focused on how trust 
influences alliance formation has been the main motivation for proposing a new model of how 
alliance formation and trust formation interfere with each other. Figure 4 illustrates how an 
entrepreneur can “borrow” legitimacy in the beginning of an alliance formation process, but 
as the process evolves, the entrepreneur has to focus on building trust.  This model proposes 
that “borrowed” legitimacy can only last for some time, and the entrepreneur has to build 
enough trust within that period of time in order to be able to successfully form an alliance. 
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From this model it can be proposed that a legitimate partner, such as a professor, is an 
important success factor for new venture. Further research should be conducted to reveal 
correlations on how entrepreneurs ability to borrow and build legitimacy affect the success 
rate of an alliance formation process. 
 
Figure 4: Illustration of how an entrepreneur can “borrow” legitimacy in the beginning of an alliance formation 
process, but as the process evolves, has to focus on building trust. 
This study also contributes to the improvement of entrepreneurial collaboration in the 
University of Oslo by taking part in the SFE's initiative “entrepreneurs in residence”. It is a 
pilot project, and will hopefully encourage future students to combine their entrepreneurial 
enthusiasm with research work. In addition, this longitudinal study contributes in widening 
the range of action research methodology applications by using it in entrepreneurial context. 
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Limitations 
The above conclusion should be considered in the light of the constraints of the study. 
First, the action research data in this study was sampled over a two months’ time frame, which 
could be insufficient to identify and evaluate trust formation. The alliance formation process 
normally takes more than one year, and the trust formation during the process needs to be 
recorded all along the period to conduct a more critic conclusion. There also might be a need 
for several rounds of interviews to study the relational changes during the process. 
Another limitation on the action research design is that one researcher was involved in that 
part. Usually a form of collaborative strategy with two or more researchers is recommended – 
in order to generate a reflective distance to one’s own actions. In this study, this was to some 
extent compensated by having colleague researchers’ cross-check the process with interviews 
and observational data. 
Although an attempt was made to conduct an intensive longitudinal study of trust formation in 
alliances, the study focused on one start-up that is forming four alliances with different 
partners. The alliance partners and the start-up are closely related in the same industry 
segment. Therefore any claim as to the generalization of the findings to other contexts should 
be made with caution. 
Future longitudinal research, and research across multiple industry settings, could provide 
both the validity of the causal links as well as the generalization of the findings to other 
industry segments. 
 
 
 
 
 
80 
 
References 
 
Aldrich, H. E. and C. M. Fiol (1994). "Fools rush in? The institutional context of industry creation." 
Academy of Management Review 19(4): 645-670. 
  
Anderson, A. R. and S. L. Jack (2002). "The articulation of social capital in entrepreneurial networks: 
A glue or a lubricant? ." Entrepreneurship & Regional Development 14(3): 193-210. 
  
Argyris, C., R. Putnam, et al. (1985). Action Science. Saan Francisco, Jossey-Bass. 
  
Arino, A. and J. de la Torre (1998). "Learning from failure: Towards an evolutionary model of 
collaborative ventures." Organization Science 9(3): 306-325. 
  
Arino, A. and P. S. Ring (2010). "The role of fairness in alliance formation." Strategic Management 
Journal 31(10): 1054-1087. 
  
Arrow, K. J. (1974). The Limit of Organization: The Fels Lectures on Public Policy Analysis New 
York, Norton. 
  
Arrow, K. J. (1985). "Informational structure of the firm  " American Economic Review 75: 301-307. 
  
Bachmann, R. and A. C. Inkpen (2011). "Understanding institutional-based trust building processes in 
interorganizational relationships." Organization Studies 32(2): 281-301. 
  
Bain&Company. from http://www.bain.com/management_tools/home.asp. 
  
Barney, J. B. and M. H. Hansen (1994). "Trustworthiness as a Source of Competitive Advantage." 
Strategic Management Journal 15(1): 175-190. 
  
Barney, J. B. and W. G. Ouchi (1986). Organizational Economics. San Francisco, Jossey-Bass. 
  
Bennett, R. J. and P. J. A. Robson (2004). "The role of trust and contract in the supply of business 
advice." Cambridge Journal of Economics 28: 471-488. 
  
Bennett, R. J. and P. J. A. Robson (2005). "The advisor - SMF client realtionship: Impact, satisfaction 
and commitment." Small Business Economics 25(3): 255-271. 
  
Bennett, R. J. and C. Smith (2004). "The selection and control of management consultants by small 
business clients." Interna-tional Small Business Journal 22(5): 435-462. 
  
Bergh, P., S. Thorgren, et al. (2011). Entrepreneurs learning together: The importance of building trust 
for learning and exploiting business opportunities. International Entrepreneurship and Management. 
  
Bleeke, J. and D. Ernst (1993). Collaborating to Compete. New York, John Wiley & Sons, Inc. 
  
Bowey, J. L. and G. Easton (2007). "Entrepreneurial social capital unplugged." International Small 
Business Journal 25(3): 273-306. 
  
Brown, T. (1999). "Strategic alliances are hot and getting hotter." from www.mgeneral.com. 
  
81 
 
Bruderl, J. and P. Preisendorfer (1998 ). "Network support and the success of newly founded 
businesses." Small Business Economics 10(3): 213–225. 
  
Buchel, B., C. Prange, et al. (1998). International Joint Venture Management. Singapore, John Wiley & 
Sons Asia Pte. 
  
Bucklin, L. and S. Sengupta (1992). Balancing co-marketing alliances for effectiveness. Cambridge, 
Marketing Science Institute 
 
  
Bucklin, L. P. and S. Sengupta (1993). "Organizing successful co-marketing alliances." Journal of 
Marketing 57: 32-46. 
  
Carroll, G. R. (1983). "A stochastic model of organizational mortality: Review and reanalysis." Social 
Science Research 12: 303 - 329. 
  
Cassell, C. (2004). Essential Guide to Qualitative Methods in Organizational Research, Sage 
Publications. 
  
Child, J. and D. Faulkner (1998). Strategies of Cooperation: Managing Alliances, Networks and Joint 
Ventures. Oxford. 
  
Choi, Y. R. and D. A. Shepherd (2005). "Stakeholder perceptions of age and other dimensions of 
newness." Journal of Management 31(4): 573-596. 
  
Coghlan, D. and T. Brannick (2010). Doing action research in your own organizations. 
  
Coleman, S. (2004). "The "liability of newness" and small firm access to debt capital: Is there a link?". 
2012, from http://aoef.org/articles/JEF_200410_v09_i02_p37.pdf. 
  
Coriat, B. and S. Guennif (1998). Self-interest, trust and institutions. Trust and Economic Learning. N. 
Lazaric and E. H. Lorenz. Cheltenham, Elgar: 48-63. 
  
Das, T. K. and B. Teng (1996). "Risk types and inter-firm alliance structures." Journal of Management 
Studies 33: 827-843. 
  
Das, T. K. and B. Teng (1998). "Resource and risk management in the strategic alliance making 
process." Journal of Management Studies 24(1): 21-42. 
  
Das, T. K. and B. Teng (2000). "Instabilities of strategic alliances: An international tensions 
perspective." Organization Science 11: 77-101. 
  
Das, T. K. and B. Teng (2002). "The dynamics of alliance conditions in the alliance development 
process." Journal of Management Studies 39(5): 725-746. 
  
Davidsson, P. and B. Honig (2003). "The role of social and human capital among nascent 
entrepreneurs." Journal of Business Venturing 18(3): 301-331. 
  
Dietz, G. (2011). "Going back to the source: Why do people trust each other? ." Journal of Trust 
Research 1(2): 215-222. 
  
Dollinger, M. J., P. A. Golden, et al. (1997). "The effect of reputation on the decision to joint venture." 
Strategic Management Journal 18(2): 127-140. 
  
82 
 
Donaldson, L. (1990). "The ethereal hand: Organizational economics and management theory." 
Academy of Management Review 15: 369-381. 
  
Doz, Y. and G. Hamel (1998). Alliance Advantage: The Art of Creating Value Through Partnering. 
Boston, M A. 
  
Duysters, G., G. Kok, et al. (1999). "Crafting successful strategic technology partnerships." R&D 
Management 29(343-351). 
  
Dyer, L. M. and C. A. Ross (2007). "Advising the small business client." International Small Business 
Journal 25(2): 130-151. 
  
Eisenhardt, K. M. and C. B. Schoonhoven (1996). "Resource-based view of strategic alliance 
formation: Strategic and social effects in entrepreneurial firms." Organization Science 7: 136-150. 
  
Fisher, D., D. Rooke, et al. (2000). "Personal and organizational transformations through action 
inquiry." Bosten edge/work. 
  
Flanagan, J. C. (1954). "The critical incident technique. ." Psychological Bulletin 51(4): 327-358. 
  
Freeman, J., G. R. Carroll, et al. (1983). "The liability of newness: Age dependence in organizational 
death rates." American Sociological Review 48: 692-710. 
  
Frerichs, R. (1999). Partnerships and prosperity: Survey of high-tech firms finds that alliances are key 
to survival in an ever-changing industry. San Jose Mercury News. 31. 
  
Greve, A. (1995). "Networks and entrepreneurship." Scandinavian Journal of Management 11: 1-24. 
  
Gulati, R. (1998). "Alliances and networks." Strategic Management Journal 19(4): 293–317. 
  
Gulati, R. a. (1995). "Familiarity breeds trust? The implication so frepeatedties for contractual choice 
in alliances." Academic Management Journal 38: 85-112. 
  
Hagedoorn, J. (1993). "Understanding the rationale of strategic technology partnering: 
Interorganizational modes of cooperation and sectoral differences." Strategic Management Journal 14: 
371-385. 
  
Hall, R. (1992). "The strategic analysis of intangible resources." Strategic Management Journal 13(2): 
35-144. 
  
Hannan, M. T. and J. Freeman (1984). "Structural inertia and organizational change." American 
Sociological Review 49: 149-164. 
  
Harbison, J. R. and P. Peker (1998). Smart Alliance: A Practical Guide to Repeatable Success. San 
Francisco, Jossey-Bass. 
  
Hudson, J. (2006). "Institutional trust and subjective well-being across the EU." International Review 
for Social Sciences 59(1): 43-62. 
  
Jack, S., S. D. Dodd, et al. (2008). "Change and the development of entrepreneurial networks over 
time: A processual perspective." Entrepreneurship & Regional Development 20(2): 125-159. 
  
Jack, S., S. Moult, et al. (2010). "An entrepreneurial network evolving: Patterns of change." 
International Small Business Journal 28(4): 315-337. 
83 
 
  
Jenssen, J. I. and A. Greve (2002). "Does the degree of redundancy in social networks influence the 
success of business start-ups?" International Journal of Entrepreneurial Behaviour and Research 8(5): 
254-267. 
  
Kalmbach, C. J. and C. Roussel (1999) Despelling the Myths of Alliances. 5-32 
  
Kautonen, T., R. Zolin, et al. (2010). "Ties that blind? How strong ties affect small business 
owner/managers perceived trustworthiness of their advisors." Entrepreneurship & Regional 
Development 22(2): 189-209. 
  
Kelly, M. J., J.-L. Schaan, et al. (2002). "Managing alliance relationships: Key challenges in the early 
stages of collaboration." R&D Management 32(1): 11-22. 
  
Klein, B., R. A. Crawford, et al. (1978). "Vertical integration, appropriable rents and the competitive 
contracting process." Journal of Law and Economics 21: 297-326. 
  
Larson, A. (1992). "Network dyads in entrepreneurial settings: A study of the governance of exchange 
relationships." Administrative Science Quarterly 37: 76-104. 
  
Levinthal, D. A. (1991). "Random walks and organizational mortality." Administrative Science 
Quarterly 36: 397–420. 
  
Lewicki, R. J. and C. Brinsfield (2011). Measuring trust beliefs and behaviours. Handbook of Research 
Methods on Trust. F. Lyon, G. Mollering and M. Saunders. Cheltenham, Edward Elgar: 29-39. 
  
Luhmann, N. (2000). Vertrauen. Stuttgart, Lucius & Lucius. 
  
Macauley, S. (1963). "Non-contractual relations in business." American Sociological Review 28(55-
70). 
  
Macneil, I. R. (1978). "Contracts: Adjustments of long-term economic relations under classical, 
neoclassical and relational contract law." Northwest University Law Review 76(6): 854-905. 
  
MacNeil, I. R. (1980). The new social contract: An inquiry into modern contractual relations. Yale 
University Press. New Haven, CT. 
  
Mahoney, J. T., A. S. Huff, et al. (1993). Toward a new social contract theory in organization science. 
Working paper 93-0136. Urbana- Champaign, University of Illinois 
  
Mayer, R. C., J. H. Davis, et al. (1995). "An integrative model of organizational trust." Academy of 
Management Review 20(3): 709-734. 
  
Merton, R. K. (1990). The Focused Interview: A Manual of Problems and Procedures, Free Press. 
  
Mezirow, J. (1991). Transformative dimensions of adult learning. San Francisco, CA, Jossey-Bass. 
  
Miller, D. and J. Shamsie (1996). "The resource-based view of the firm in two environments: The 
Hollywood film studios from 1936 to 1965." Academy of Management Journal 39(3): 519-543. 
  
Mitchell, R. (2008). "Resource-based theory: Creating and sustaining competitive advantage " Journal 
of Public Affairs 8(4): 309-313. 
  
Mollering, G. (2006). Trust: Reason, Routine, Reflexivity. Amsterdam:, Elsevier. 
84 
 
  
Moon, J. A. (1999). Learning Journals: a handbook for academics, students and professional 
development. London, Kogan Page. 
  
More, E. and G. M. McGrath (1996). Cooperative corporate strategies in Australia's 
telecommunication sector: The nature of strategic alliance. Canberra, Australia, Deparment of Industry, 
Science and Tourism. 
  
NA (1997). "The Case Study as a Research Method." from 
(http://www.gslis.utexas.edu/~ssoy/usesusers/l391d1b.htm) 
  
Neergaard, H. and J. P. Ulhoi (2006). "Government agency and trust in the formation and 
transformation of interorganizational entrepreneurial networks." Entrepreneurship Theory and Practice 
30(4): 519-539. 
  
Newbert, S. L. and E. T. Tornikoski (2011). Resource acquisition in the emergence phase: considering 
the effects of embeddedness and resource dependence. Entrepreneurship Theory and Practice. 
  
Nooteboom, B. (2002). Trust. Forms, Foundations, Functions, Failures and Figures. Cheltenham, Elgar. 
  
North, D. C. (1990). Institutions, Institutional Change and Economic Performance. Cambridge, U.K. 
  
Nucci, A. R. (1999). "The demography of business closings." Small Business Economics 12: 25-39. 
  
Parkhe, A. (1993). "Strategic alliance structuring - A game-theoretic and transaction cost examination 
of interfirm cooperation." Academy of Management Journal 36(4): 794-829. 
  
Peng, M. W. (2003). "Institutional transitions and strategic choices." Academy of Management Review 
28(2): 275-286. 
  
Peteraf, M. (1993). "The cornerstones of competitive advantage: A resource-based view." Strategic 
Management Journal 14: 179-191. 
  
Phillips, B. D. and B. A. Kirchhoff (1989). "Formation, growth and survival: Small firm dynamics in 
the U.S. economy." Small Business Economics 1: 65-74. 
  
Poppo, L. and T. Zenger (2002). "Do formal contracts and relational governance function as substitutes 
or complements?" Strategic Management Journal 23(7): 7-25. 
  
Raelin, J. A. (2008). Work-based Learning: Bridging Knowledge and Action in the Workplace. San 
Francisco, Jossey-Bass. 
  
Reason, P. and H. Bradbury (2000). Handbook of Action Research: Partipative Inquiry and Practice 
London, Sage Publications. 
  
Reuer, J. J., A. Arino, et al. (2011). Formal definitions of collaborative agreements. Entrepreneurial 
Alliances. New Jersey, Pearson Education, Inc. 
  
Reuer, J. J., A. Arino, et al. (2011). Motives for forming entrepreneurial alliance Entrepreneurial 
Alliances. New Jersey, Pearson Education, Inc. 
  
Rigby, D. K. and R. W. T. Buchanan (1994). "Putting more strategy into strategic alliances." Directors 
& Boards 18: 14-19. 
  
85 
 
Ring, P. S. and A. H. Van de Ven (1992). "Structuring cooperative relationships between orgnizations." 
Strategic Management Journal 13(483-498). 
  
Ring, P. S. and A. H. Van de Ven (1994). "Developmental processes in cooperative interorganizational 
relationships." Academy of Management Review 19(1): 90-118. 
  
Riorden, P. (1995). "The philosophy of action science." Journal of managerial psychology 10(6): 6-13. 
  
Ross, L. A. (1994). "Spiritual aspects of nursing." Journal of Advanced Nursing 19: 439–447. 
  
Rousseau, D., S. Sitkin, et al. (1998). "Not so different after all: A cross-discipline view of trust." 
Academy of Management Review 23(3): 393-404. 
  
Sabel, C. F. (1993). "Studied trust: Building new forms of cooperation in a volatile economy." Human 
Relations 46(9): 1133-1170. 
  
Sacks, M. A. (2002). "The social structure of new venture funding: Stratification and the differential 
liability of newness." Research in the Sociology of Organizations 19: 263 - 294. 
  
Schoorman, F. D., R. C. Mayer, et al. (2007). "An integrative model of organizational trust: Past, 
present, and future " The Academy of Management Review 32(2): 344-354. 
  
Smith, D. A. and F. T. Lohrke (2008). "Entrepreneurial network development: Trusting in the process." 
Journal of Business Research 61(4): 315-322. 
  
Spekman, R. E., L. Isabella, et al. (1996). "Creating strategic alliances which endure." Long Range 
Planning 29(3): 346-357. 
  
Stinchcombe, A. L. (1965). Social structure and social organization. The Handbook of Organizations. 
Chicago, IL, Rand McNally: 142–193. 
  
Suchman, M. (1995). "Managing legitimacy: Strategic and institutional approaches." Academy of 
Management Review 20(3): 571-610. 
  
Torbert, W. R. and Associates (2004). Action inquiry: The secret of timely and tranforming leadership, 
Berrett-Koehler. 
  
Uzzi, B. (1997). "Social structure and competition in interfirm networks: The paradox of 
embeddedness 
" Administrative Science Quarterly 42(1): 35-67. 
  
Watson, J. and J. E. E. Everett (1996). "Do small businesses have high failure rates?" Journal of Small 
Business Management 34(4): 45-62. 
  
Welter, F. (2005). Culture versus branch? Looking at trust and entrepreneurial behaviour from a 
cultural and sectoral perspective. Trust and Entrepreneurship. H.-H. Hohmann and F. Welter. 
Cheltenham, Elgar. 
  
Welter, F. (2012). "All you need is trust? A critical review of the trust and entrepreneurship literature." 
International Small Business Journal 30(3): 193–212. 
  
Welter, F. and D. Smallbone (2006). "Exploring the role of trust in entrepreneurial activity." 
Entrepreneurship: Theory and Practice 30: 465-475. 
  
86 
 
Welter, F. and D. Smallbone (2009). The emergence of entrepreneurial potential in transition 
environments: A challenge for entrepreneurship theory or a developmental perspective? . 
Entrepreneurship and Growth in Local, Regional and National Economies: Frontiers in European 
Entrepreneurship Research. D. Smallbone, H. Landström and D. Jones-Evans. Cheltenham, Edward 
Elgar: 339-353. 
  
Welter, F. and D. Smallbone (2011). "Institutional perspectives on entrepreneurial behavior in 
challenging environments." Journal of Small Business Management 49(1): 107-125. 
  
Welter, F., N. Veleva, et al. (2008). Trust and learning in cross border partnerships in an enlarged 
Europe. Siegen, University of Siegen. 
  
Wildeman, L. and F. Erens (1996). Alliance and networks: The next generation, KPMG Survey. 
  
Williamson, O. E. (1985). The Economic Institutions of Capitalism: Firms, Markets, Relational 
Contracting  New York, Free Press. 
  
Williamson, O. E. (1993). "Calculativeness, trust, and economic organization." Journal of Law & 
Economics 36(1): 453–486. 
  
Yin, R. K. (2009). Case Study Research: Design and Methods. California, Sage Publications. 
  
Zaheer, A., B. McEvily, et al. (1998). "Does trust matter? Exploring the effects of interorganizational 
and interpersonal trust on performance." Organization Science 9(2): 141-159. 
  
Zahra, S. A., R. I. Yavuz, et al. (2006). "How much do you trust me? The dark side of relational trust in 
new business creation in established companies." Entrepreneurship Theory and Practice 30(4): 541-
559. 
  
Zajac, E. and C. P. Olsen (1993). "From transaction cost to transaction value analysis: Implications for 
the study of interorganizational strategies." Journal of Management Studies 30(1): 131-145. 
  
Zuber-Skerritt, O. and C. Perry (2002). "Action research within organizations and university thesis 
writing." The learning organization 9(4): 171-179. 
  
Zuker, L. G. (1986). "Production of trust: Institutional sources of economic structure, 1840–1920." 
Research in Organizational Behaviour 8: 53-111. 
  
 
  
 
87 
 
Appendix 
Data sampling 
 
Within the research time frame: 
AR-CIT-P1: Audio recorded, in a data base 
AR-CIT-P2: In a data base 
AR-CIT-P3: In a data base 
AR-CIT-P4: Audio recorded, in a data base 
AR-Diary: In a data base 
CS-Interview-P1: Audio recorded, in a data base 
CS-Interview-P2: Audio recorded, in a data base 
CS-Interview-P3: Audio recorded, in a data base 
CS-Interview-P4: Audio recorded, in a data base 
CS-Interview-Entrepreneur: Audio recorded, in a data base 
 
Archival material: 
Reflection report: First internship, in a data base 
Reflection report: Second internship, in a data base 
Notes P1: In a data base 
Notes P2: In a data base 
Notes P3: In a data base 
Notes P4: In a data base 
Emails: In a data base 
Notebook: In paper 
Diary: In a data base 
Contracts: In a data base 
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Analysis overview 
 
AR-CS-P1: In result 
AR-CS-P2: In result 
AR-CS-P3: In result 
AR-CS-P4: In result 
AR-CS-micro: In result 
Time-line analysis: In result 
AR: In appendix 
CS: In appendix 
AR-CS-macro: In appendix 
AR-P1: In a database 
AR-P2: In a database 
AR-P3: In a database 
AR-P4: In a database 
CS-P1: In a database 
CS-P2: In a database 
CS-P3: In a database 
CS-P4: In a database 
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